HEARINGS 


BEFORE THE D 1959 


SUEUR Snkaa So WHEAT REACING "hooy 


COMMITTEE ON AGRICULTURE 
HOUSE OF REPRESENTATIVES 


EIGHTY-SIXTH CONGRESS 
FIRST SESSION 
FEBRUARY 24, 25, AND 26, 1959 


Serial A 


Printed for the use of the Committee on Agriculture 


as 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1959 











Br 


COMMITTEE ON AGRICULTURE 
HAROLD D. COOLEY, North Carolina, Chairman 


Ww. 
GEORGE M. GRANT, Alabama 
E. C. GATHINGS, Arkansas 
JOHN L. McMILLAN, South Carolina 
THOMAS G. ABERNETHY, Mississippi 
CARL ALBERT, Oklahoma 
WATKINS M. ABBITT, Virginia 
JAMES G. POLK, Ohio 
CLARK W. THOMPSON, Texas 
PAUL C. JONES, Missouri 
HARLAN HAGEN, California 
LESTER R. JOHNSON, Wisconsin 
ROSS BASS, Tennessee > 
W. PAT JENNINGS, Virginia 
D. R. (BILLY) MATTHEWS, Flor.da 
GEORGE 8S. McGOVERN, South Dakota 
MERWIN COAD, Iowa 
J. FLOYD BREEDING, Kansas 
FRANK A. STUBBLEFIELD, Kentucky 
HAROLD B. McSWEEN, Louisiana 
EARL HOGAN, Indiana 


R. POAGE, Texas, Vice Chairman 


CHARLES B. HOEVEN, Iowa 
PAUL B. DAGUE, Pennsylvania 
PAGE BELCHER, Oklahoma 
CLIFFORD G. McINTIRE, Maine 
HENRY ALDOUS DIXON, Utah 
WINT SMITH, Kansas 

CHARLES M. TEAGUE, California 
ALBERT H. QUIE, Minnesota 
DON L. SHORT, North Dakota 
CATHERINE MAY, Washington 
ALEXANDER PIRNIE, New York 
DELBERT L. LATTA, Ohio 


DELEGATE 


JOHN A, BURNS, Hawaii 


RESIDENT COMMISSIONER 


A. FERNOS-ISERN, Puerto Rico 


—, Clerk 


HyYpE H. Murray, Assistant Clert 
JOHN J. HEIMBURGER, Counsel 
Francis M, LEMay, Consultant 


WHEAT 


CARL ALBERT, Oklahoma, Chairman 


PAUL C. JONES, Missouri 
ROSS BASS, Tennessee 

JAMES @G. POLK, Ohio 

J. FLOYD BREEDING, Kansas 


II 


PAGE BELCHER, Oklahoma 
WINT SMITH, Kansas 

DON L. SHORT, North Dakota 
DELBERT L. LATTA, Ohio 


rs 
DEPOSITED BY THE V7 
BNITED STATES OF AMERICA 6. £263 
>} Ti 


SbE¢ 


CONTENTS 





Statement of 

Burkhead, Charles, ete Marketing Service, U.S. Department 
CF Faneie Gee oN aces anmelden s iacuais sake tees 

Cummings, Arthur M.: accompanied by ‘William N. Starkey, of the 
Grain Division, Forei ign Agricultural Service; Horace J. Davis, 
Program Development Division; and Arthur Mead, Program 
Operation Division, Foreign Agricultural Service, U.S. Department 
OF Rares: 2-2-2223 ee ee 

Davis, Howard P., Food Distribution Division, Agricultural Marketing 
Service, U.S. Department G8 arise: |. a ia othe en eels G 

Dyess, James B., wheat specialist, Grain Division, Commodity 
‘Stabilization Service accompanied by. Robert Post, Agricultural 
Economist, Agricultural Marketing Service; and Roland O. Stetzer, 


Agricultural Economist, Price Division, Commodity Stabilization 


Service, U.S. Department of Agriculture - 
Luker, Cyril, assistant to Administrator, Soil Conservation Service; 
accompanied by Val W. Silkett, director, Farm and Ranch Divi- 
sion; and W. J. Sallee, Conservation Reserve Soil Bank, U.S. 
Department of Agriculture = thea A diet MAAS. 9 eh sage th hin Bes ca ge 
Pulvermacher, Clifford G., Assistant Administrator, Commodity 
Stabilization Service, U.S. Department of Agriculture. tei ay 3 
Robey, H. Stewart, Grain Division, Commodity Stabilization Service, 
U.S. De ‘partment SE TT 6 ics oeers & ase arnnieniceennie ans 
Sallee, William J., Soil Bank Division, Commodity Stabilization 
Service, U.S. Department Or AsTiCuNere. .... + 7cesen- areriee 
Satterfield, J. A., Commodity Stabilization Service; accompanied by 
James B. Dyess, Commodity Stabilization Service, and Dr. Louis 
P. Reitz, Agricultural ei ee ee ee 
Shellenberger, Dr. J. A., Kansas Agricultural Experiment Station, 
Banses State COiese oe. oc bce de nc csharnhe ads eee 
Additional data submitted to the subcommittee by— 
Breeding, Hon. J. Floyd: 
John W. Baughman Farms Co., Liberal, Kans., letter with report, 
dated March 4, 1959_- 
Department of Agriculture: 
Acreage seeded for the production of grain in the noncommercial 
wheat States (table) _ - a te dol kay on: dieibanait abininie abel 
Acreage, yield per acre, and production in specific countries, year 
of harvest, average 1950 54, annual 1956-58 (table) 
Agricultural Marketing Service, _ Department of Agriculture; 


All Spring, Durum, ar d other: Ac reage, vield, and production, 
United States, 1935-58 (table) ek ae 
All wheat and winter wheat: Acreage, yield, and production, 
United States’ 1985-59 ‘(taité) - . 2 le Senne 
Average price per bushel received by farmers, parity price, and 
price of No. 2 Hard Winter at Kansas City, 1939-58 (table) - - 
Carryover of wheat by classes (chart) - ama aee 
C wenpecies® of overplanting of 1958 wheat acreage allotments in 
the Great Plains area and the Corn Belt area (table). - ~~. 33: 
Cost of surplus foods donated for domestic and a use fiscal 
year 1958 and estimated first half fiscal year 1959- 
C ropls and in conservation reserve (chart) _ 
CCC-owned stocks (including stocks sold but not delivered), 
December 31, 1958, estimated by classes (table) _........--.-- 
CCC sales or other disposition, July-December 1958 (table) 


Page 
64 


100 
83 


67 
106 
105 


~I 


| 


110 


118 


“I 


46 
86 
43 
42 


49 
39 


76 


99 
78 


28 
52 








IV 


CONTENTS 


Additional data submitted to the subcommittee by—Continued 


Department of Agriculture—Continued 





Domestic donations of U.S. Department of Agriculture surplus Page 

foods up 64 percent in first half of fiscal year._........_----- 96 
Estimated average cost of storage for 1 month«based on inventory 

ae on speeember 31, 1966 (table) ...........-.6-nec eee cue 8 
Estimated normal acreage and production of specified crops on 

land in the conservation reserve for the 1959 crop year (table) - - 79 
Estimated July 1, 1959, carryover by classes, with comparisons 

a a as a we ao chi pe dine 25 
Estimated supply and distribution, by classes, United States, 

I ete kd ks 26 
Frequency distribution of all farms by size of allotment, 1958 

TT 50 Ait emai bhiln Giibetmnde an == ad p twine giint Facing 23 


Frequency distribution of all farms by size of acreage planted, 
1958 (paster) 


Frequency distribution of complying farms by size of allotment, 


Lcihininns Rien whheeiginnels peemedwehh amet Facing 23 


abe a Soon oss pe Side rm We oa as ET Facing 23 


Frequency distribution of complying farms by size of acreage 
planted, 1958 (paster) 


Frequency distribution of noncomplying farms by: size ef. allot- 


Be ie ea eat ON Facing 23 


I a ns lin i ee Side Sag Facing 23 


Frequency distribution of noncomplying farms by size of acreage 
planted, 1958 (paster) 


Inspections for overseas exports, by classes and coastal areas, 


Mise ettieanid krueindintep ens ti Facing 23 


July-January 1957-58 and 1958-59 (table)_........_-_-__-- 52 
Midmonth cash prices in cents per bushel for various classes and 

grades at specified markets, January 1958 through 1959 (table) _ 31 
Number of allotments-according to size, 1955-58 (table) - d 24 
Production, exports (including flour in wheat equivalent) ‘and 

percentage exports are of production, Pacific Northwest and 

United States, 1963-57 (table) ...........--...-..-..---- 48 
Quantities of surplus foods donated for domestic and foreign use, 

fiscal year 1958 and estimated first half fiscal year 1959______ 98 
Seeded acreage in specified wheat growing. regions, United States, 

RON eee ees 40 
Status-ef 1958 feed-wheat applications as of November 30, 1958. 21 
Storage cost for commodities acquired under price support pro- 

grain as recorded in accounts of CCC for fiscal years 1955 and 

1956, and years 1957 and 1958 (two tables) .__._._._______-- 8-9 
Summary of acreage reserve program, 1958, 1957, 1956 (table)__ 81, 82 
Supplies available for export and carryover in the United States, 

Canada, Argentina, and Australia, February 1, 1957-59 (table) _ 54 
Supply and disappearance, United States, 1935-58 (table) _- 44 
Total seeded acreage and acreage seeded on summer fallow:and 

irrigated land, United States, 1948 tarongh 1957; and the same 

in 15 Western States (two tables).__.___.._--....--.-- 33 
Wheat acreage by regions, 1954 (chart) _____ 38 
Wheat and flour export costs (table) 112 
Wheat and flour: U.S. exports and country ‘of destination, July—- 

December 1957 and July-December 1958 (table) - ' 45 
Wheat and rye, cash closing prices and support prices at terminal 

markets, specified months and days, 1958 and 1959 (table) _ 32 
Wheat, including flour (grain equivalent): Total exports and 

Government exports by programs, United States, 1948-57 

I fois oe 41 
Wheat supply and distribution, U nited States, 1953-58 and 1959 

SI OOO (LANES) ~ 5. no sd ew ee nena se : ena 30 
1958 compliance and diversion re port (paster)___ ‘ Facing 23 
1958 crop: Quantity put under support in 40 States, through 

January 31, 1959 (table)...-.-._-__- Htiea ts Hale ds a 53 


WHEAT SITUATION IN REVIEW 


TUESDAY, FEBRUARY 24, 1959 


Hovse or REPRESENTATIVES, 
CommMopity SUBCOMMITTEE ON WHEAT 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a.m., in room 13810, 
New House Office Building, Hon. Carl Albert (chairman of the sub- 
committee) presiding. 

Present: Representatives Albert, Jones, Breeding, Belcher, Smith 
(Kansas), and Latta. 

Also present: Representatives Poage, Johnson, McGovern, Stubble- 
field, Quie, and Mrs. May. 

John J. Heimburger, counsel; Hyde Murray, assistant clerk. 

Mr. Auzerr (presiding). The committee will please come to order. 

It is going to be my purpose in conducting these wheat hearings to 
take a page out of our vice chairman’s book and start them at 10 
o’clock promptly. I say that for the benefit of both members and 
witnesses. ‘This is the first of two groups of committee hearings which 
we have scheduled on the subject of “Wheat.” I believe that this sub- 
committee has about as difficult and important a job as any subcom- 
mittee of any committee of the House. 

The subject of wheat is very important not only to the economy of 
wheat farmers but to all the people of the United States. Wheat pro- 
duction is one of our basic industries. Wheat is one of our most impor- 
tant sources of food. 

Our hearings are also important to the taxpayer. Under the op- 
eration of the law as it now exists, the piling up of surpluses that we 
cannot dispose of in normal channels, or, at least, have not been able 
to dispose of in normal channels is costly and might in the long run 
be injurious to our entire farm program. We all feel that we should 
have supplies sufficient to tide us over any emergency but we are be- 
ginning to be subject to criticism and, probably, rightly so, from those 
who speak for espe and from those who are not directly connected 
with the Wheat Belt of this country. So we have a job of trying to 
work out a program which will be, first, fair to the wheat farmers, 
and, secondly, to our citizenry as a whole. With these thoughts in 
mind we have scheduled this hearing today. 

These first 3 days of hearings have been planned for the purpose 
of presenting to the committee a detailed picture of the wheat 
situation. 

The discussions during these 3 days will be entirely on a technical 
basis. The Department of Agriculture spokesmen who will appear 
are specialists in their various areas and will appear as technicians, 
rather than a spokesman for the Secretary with respect to policy. 
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We have agreed with the Secretary’s Office, in order that the ex- 
perts who are appearing during these 3 days may be entirely free to 
discuss the technical problems involved, that the committee will not 
ask them to express an opinion on any matter of Department policy 
with respect to proposed wheat legislation. In other words, this is 
a factfinding hearing. 

We are fortunate in being able to invite to appear before the com- 
mi'‘tee some of the outstanding experts in the field of wheat produc- 
tion and use. There will be 15 or 16 Department witnesses heard 
during these 3 days. 

The general plan of the 3 days is to start with wheat production 
and move on through the problems of disposition and use, including 
the relationship to feed grains, and then discuss world trade and 
the export market. 

It is our plan to open the hearings today with a statement from 
J. A. (Judge) Satterfield and to follow his statement with a state- 
ment by Dr. Louis P. Reitz. Thereafter we will continue with a dis- 
cussion of wheat production under existing provisions of law inciud- 
ing such specific matters as the effect of the conservation reserve and 
Great Plains program, the 15-acre exemption, the feed wheat exemp- 
tion, summer fallow, and similar matters. 

Tomorrow the subject will be the storage and movement of wheat 
with respect to production areas and areas of use, the various aspects 
of wheat consumption in the United States, and the competitive rela- 
tionship between wheat and feed grains. 

On Thursday we will take up matters relating primarily to export 
and disposal programs including the production and export programs 
of other major wheat-producing countries, world trade in wheat, the 
place of the United States in the world commercial market, sales under 
title I of Public Law 480, the barter program, and similar matters. 

It is our plan to conduct this series of hearings in the form of panel 
discussions led by the Department witnesses. I appreciate the as- 
sistance of various people in the Department of Agriculture, partic- 
ularly J. A. (Judge) Satterfield in helping to arrange the Depart- 
ment’s presentation. 

I have asked that the principal spokesman for the Department wit- 
nesses with respect to each subject make such general statement as 
he deems suitable but that he feel free to have at the table with him 
all the Department witnesses who will be helpful in that particular 
part of the discussion. 

During the presentation of the principal statement, I will appre- 
ciate it 1f committee members will not interrupt the spokesmen ex- 
cept to clarify some statement which may not be entirely clear. There 
will be opportunity after the close of the presentation of each subject 
for full discussion. 

With that preliminary discussion I would like to ask Judge Satter- 
field if he will come forward and make an opening statement and 
act as moderator for the witnesses which the Department has sent up 
here today. 

The Chair notes that one of our committee members, Mrs. May, is 
in the audience. We ask her to come forward and we should like to 
have any other members of the committee or Members of Congress 
who desire to come forward to do so. 

Will you take over, Mr. Satterfield, and direct the presentation this 
morning ? 
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STATEMENT OF J. A. SATTERFIELD, COMMODITY STABILIZATION 
SERVICE, ACCOMPANIED BY JAMES B. DYESS, COMMODITY STA- 
BILIZATION SERVICE, AND DR. LOUIS P. REITZ, AGRICULTURAL 
RESEARCH SERVICE 


Mr. Satrerrrevp. Mr. Chairman, on my left is Mr. James B. 
Dyess of the Grain Division. He is our wheat program specialist. 
And on my right is Dr. Louis P. Reitz who will present to you his 
views on the upward trend in wheat yields during recent years, 

I would like to open these discussions by making a statement con- 
cerning our supply situation on wheat and the problems that have 
led us into the situation we are faced with today. 

Total wheat supplies for the 1958-59 marketing year are currently 
estimated at 2,353 million bushels which is about 12 percent above 
the previous peak reached 2 years ago. This is enough wheat to sup- 
ply all of our domestic requirements and exports for more than 2 
years. In fact, if we did not harvest an acre of wheat this year we 
could still have as much as 300 million bushels more than we need 
from current supplies to carry us through until the 1960 crop is 
harvested. 

There are several factors contributing to this huge oversupply of 
wheat. Among these, of course, would be weather. But it is not 
our purpose to discuss the impact of either good or bad growing con- 
ditions on the production of wheat. Our purpose is to examine some 
of the program factors inherent under the provisions of law which 
have coltatbated to these excessive supplies of wheat. 

These factors may be cited as follows: 

1. The requirement of law to maintain the national acreage allot- 
ment of wheat at not less than 55 million acres even though increased 
yields of wheat have outmoded this as a minimum allotment. 

2. Expansion in the production of wheat by farmers growing 15 
acres or less. By law these producers are excepted from marketing 
quotas. 

3. Excessive production by large wheat farmers in their noncom- 
pliance with allotments. 

4. Expansion of wheat production in the noncommercial wheat 
States. 

The Agricultural Adjustment Act of 1938, as amended, provides 
that— 

The national acreage allotment for any crop of wheat shall be that acreage 
which the Secretary determines will, on the basis of the national average yield 
for wheat, produce an amount thereof adequate, together with the estimated 
carryover at the beginning of the marketing year for such crop and imports, 
to make available a supply for such marketing year equal to the normal year’s 
domestic consumption and exports plus 30 percent thereof. The national acreage 
allotment for wheat for any year shall be not less than 55 million acres. 

This formula for computing the national acreage allotment for 
wheat has never been given a chance to work. On the surface it 
would appear that during the years prior to World War II this 
would have been a good formula for wheat. 

Advancements in the use of modern techniques of farming since the 
late thirties have now resulted in the production of wheat at a new 
plateau for yields. With no further advance in these achievements, 
our production of wheat in the immediate years ahead on 55 million 
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acres may be expected to exceed outlets now known to be availabie for 
wheat produced in this country. 

The act of 1938 was passed after all fall-seeded wheat for harvest 
in 1938 was planted and too late to have much effect on the seeding 
of spring wheat for harvest in that year. Even then this act pro- 
vided a minimum allotment for the 1938 crop of 62.5 million acres. 
The actual acreage of wheat in the year 1938 was not materially af- 
fected by the program. With an allotment of 62.5 million acres, 
farmers actually seeded 78,981,000 acres of wheat. 

In June 1938, when the national allotment of wheat for the 1939 
crop was being considered, Congress amended section 333 of the act 
to provide as a temporary measure that the 1939 allotment should 
not be less than 55 million acres. 

Then, in July 1939, the Congress by a joint resolution approved this 
minimum national] allotment provision for wheat as a permanent 
measure for any crop of wheat. It has remained in effect to this 
date. 

A national acreage allotment of 55 million acres of wheat did not 
seem unreasonable at the time it was being considered by the Con- 
gress. At that time the average yield of wheat under normal weather 
conditions was about 12.7 bushels per acre on a planted basis. In 
other words, 55 million acres of wheat with yields as could be antici- 
pated in 1938 or 1939 waquld have produced about 700 million bushels. 
This together with carryover supplies prevalent at that time would 
have provided about a normal supply of wheat. 

Greatly increased yields since then are largely responsible for re- 
cent bumper crops reflecting the technological revolution in agricul- 
ture. The average yield for the 14-year period 1919 to 1932 was 12.7 
bushels per planted acre. Weather conditions during this _pe- 
riod could be considered as about normal] from year to year. For 
the period 1941 to 1950, inclusive, these yields increased to an average 
of 15.8 bushels of planted acres. They advanced to an average of 
17.8 bushels per acre for the period 1952 to 1958. 

These greatly increased yields are a measure of efficiency of which 
farm producers can be justly proud. But under past agricultural 
programs they have resulted in very burdensome surpluses, bringing 
great marketing, storage, and Government operational problems. 

Compliance with allotments is now on a harvested acreage basis. 
The Agricultural Act of 1954 further amended the Agricultural Ad- 
justment Act of 1938 by providing that producers of wheat overplant- 
ing their allotments could plow down, pasture off, harvest green for 
hay, or otherwise destroy the excess acreage over and above the allot- 
ment. This had the effect of placing compliance with acreage allot- 
ments and marketing quotas for wheat on a harvested acreage basis. 

An examination of recent yields of wheat on a harvested basis 
indicates that we may now expect an average yield of about 22 bushels 
per harvested acre. 

It is evident under present yield conditions that a 55-million-acre 
allotment may on the average produce annually about 1,200 million 
bushels of wheat or about 200 million bushels more than our antici- 
pated requirements for domestic use and export. 
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The present program as provided by law will permit the harvest of 
55 million acres of wheat even if all producers comply with their 
allotments. 

This means that under average yield conditions we may expect our 
carryover supplies of wheat to be further increased in the immediate 
years ahead. 

In May 1941, the 77th Congress passed Public Law 74 as an amend- 
ment to the Agricultural Adjustment Act of 1938. This amendment 
eo that wheat farmers producing 15 acres or less of wheat would 

exempt from marketing quotas. This provision of law may be 
cited as being directly responsible for the enormous increase in the 
number of farms producing wheat on 15 acres and less. 

In 1955, 816,000 wheat farms had 15 acres or less of wheat. This was 
50 percent of the total number of all farms producing wheat in the 
United States. The number of these small wheat-producing farms 
increased to 1,085,000, or 65 percent of the total wheat farms in 1956. 

By 1957 the total number of these small wheat farms had expanded 
to 1,150,000 or about two-thirds of the total of all wheat-producing 
farms in the country. Complete data on these small farms are not yet 
available for 1958, but preliminary indications are that this expansion 
in small wheat-producing farms has continued and will total about 
1,250,000 in 1958. These small wheat farms are producing under a 
permanent exemption from marketing quotas. ey exceeded their 
allotted acreage in 1955 and 1956 by 84 percent. The total acreage 
planted on these small farms in 1957 was considerably more than 
double the allotment assigned to such farms. 

The accumulative effect of this overplanting of allotments by the 
so-called small wheat farms during the past 4 years has resulted in 
excess production of about 385 million bushels. This excess produc- 
tion represents the wheat produced on that acreage harvested over 
and above the allotments assigned to such farms, 

The impact of this overproduction on farms with allotments of 15 
acres or less has been actually to increase our carryover supplies about 
385 miilion bushels. 

Nearly all of these small wheat-producing farms are in the eastern 
half of the United States—Minnesota, Iowa, Missouri, Arkansas, 
Louisiana, and all States east'thereof. 

In Illinois with 132,000 farms producing wheat, the average acreage 
per farm in 1958 was only 13.5 acres. The average wheat acres per 
farm in Ohio on 154,000 farms was 10 acres, and in North Carolina 
it was only 4.9 acres on 71,000 farms. Therefore, it may be concluded 
that a representative wheat farm in the eastern half of the country 
falls within this 15-acre exemption area. 

Under existing provisions of law, any producer who harvests an 
acreage of wheat larger than 15 acres, which is in excess of his farm 
allotment, is subjected to a marketing penalty. These provisions of 
law prohibit the sale of any wheat from any such noncomplying farm 
until the producer either stores his marketing excess under bond or 
pays a penalty equal to 45 percent of parity on each bushel in his 
marketing excess. The marketing excess is defined by law as an 
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amount of wheat equal to the normal production on the excess acreage 
or the actual production, whichever is smaller. After meeting these 
penalty requirements on the marketing excess, the farmer is then free 
to market all of the balance of the wheat produced on the farm. 

It is important to note that under these provisions of law if a 
farmer has an actual yield greater than the normal yield established 
for his farm, he is not obliged to pay any penalty on the production 
obtained over and above the normal production of the excess acreage. 
Nor is he required to impound or put in approved storage this extra 
production on the excess acreage. 

The State of Kansas illustrates the impact of this provision of law 
on the increase in our supplies of wheat. On a State basis the 1958 
normal yield as established by formula for marketing quota purposes 
is about 15 bushels per acre. This compares with an actual yield in 
1958 of 27 bushels per acre. 

A farmer obtaining an average wheat yield in 1958 equal to that for 
the State of Kansas who was subject to marketing quotas would have 
been assessed a penalty equal to 45 percent of parity on only 15 bushels 
per acre, thereby getting a “free ride to market” on the extra 12 
bushels per acre actually produced on his excess acreage. 

Higher yields achieved in recent years, together with the fact that 
excess acreage may be destroyed under conditions of unfavorable 
weather, have resulted in greatly increased overplanting of allotments 
by regular wheat farmers of the West. With the enactment of Public 
Law 85-203, it appears that such overplanting on the larger sized 
farms may be diminished in 1959. 

In 1955, 10.7 million bushels of excess wheat was produced on these 
larger farms. This excess production on these farms increased to 15 
million bushels in 1956, 23.5 million bushels in 1957, and jumped to 
43 million bushels in 1958. 

The accumulative effect of this excess production on larger wheat 
farms over the past 4 years is equal to about 90 million bushels. This 
excess production has been added to our oversupplies of wheat. 

These two factors alone—the excess production on wheat farms with 
allotments of 15 acres or Jess, and the excess production on larger 
farms, principally in the Wheat Belt of the West, have been respon- 
sible for an increase in our carryover supplies in the last 4 years of 
about 475 million bushels. 

This overproduction exceeds the average yearly combined produc- 
tion of the four leading wheat States of the country, Kansas, North 
Dakota, Montana, and Nebraska. The average annual production for 
oan largest wheat States during the 1955-58 period was 466 million 

ushels. 

The accumulated overproduction exceeds the combined output of 
these leading wheat States in each of the years 1955, 1956, and 1957. 
It is even equal to 74 percent of the huge crop harvested in these States 
in 1958. 

In addition, it is well to note that a provision of the Agricultural 
Act of 1954 provides that wheat producers in any State for which 
the State wheat acreage is less than 25,000 acres may be exempted 
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from acreage allotment and marketing quota controls if the Secretary 
designates such State as outside of the commercial wheat-producing 
area. Under this provision the States of Alabama, Arizona, Louisiana, 
Mississippi, Nevada, Florida, and the six States of New England have 
been designated as outside of the commercial area each year since 1954. 
However, for 1959 both Alabama and Arizona will be included in the 
commercial area. As a result, the production of wheat in ail of these 
States outside of New England has increased to a level five times 
larger than was harvested in 1954. The accumulative increase in the 
production of wheat in these States since 1954 has increased our sur- 
plus supply by more than 20 million bushels. The following table 
shows this acreage by States: 


Wheat: Acreage seeded for the production of grain in the noncommercial wheat 
States 








; | } | | 

State | 1948 | 1949 1950 ! 1951 | 1952 | 1953 1954 1955 | 1956 1957 1958 
— ~~ —|——— a were ons 
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New Hampshire....___.__. | 100) 100 
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RMADR. . ... chs%se 020428 12, 664/10, 968 16, 405/11, 643/13, 169] 21; 925| 34, 225| 74, 071| 79, 690,162, 0001133, 000 
Mississippi__.........----. 12,074) 9, 50116, 074 14, 124/20, 482) 44, 844) 36, 340| 34.340) 48, 875/190, 000)162, 000 
Louisiana__.............-.| 199] | 68} 118] | 219] 2,242) 7,948] 5, 564] 22,050) 37, 800/132. 000) 70,000 
Arizona. ..................|29, 000/29, 000 32, 362/21, 891|18, 200} 20, 200] 18, 915] 43, 000 62, 000 69, 000/130, 000 
Nevada ._.................}20, 400] 19, 900|24, 583|18, 349/19, 100) 18, 126 17, 673} 17, 469) 16, 883) 18, 000) 20, 000 

















Total................|76, 814 71, 080 92, 488|71, 749,78, 201 120, 591|121, 616/203, 798 206, 346 688, 680; 807, 060 
| | ' 


This concludes my statements. Unless you have some specific ques- 
tions to ask me at this time, I will ask Dr. Reitz to make his statement 
concerning the upward trend in yields that have taken place in recent 
years. 

Mr. Auzert. Before Dr. Reitz proceeds, Mr. Satterfield, do you 
have any witnesses who can tell us how much the Government has 
invested in wheat, what the prospective investments and losses might 
be, and how much the storage cost will be? Will those figures be 
furnished to the committee ? 

Mr. Satrerrrecp. Yes, those can be furnished if the committee so 
desires. 

Mr. Arsert. I would like to have a cost analysis furnished to the 
committee, if possible. 

Mr. SATTreRFIELD. We were supposed to have had someone from the 
Office of Budget and Finance attend these meetings. I don’t know 
whether they are here this morning or not. 

Mr. Apert. Dr. Reitz, you may proceed if there are no questions. 

Would the committee like to hear all witnesses before we begin the 
questioning ? 

If that is satisfactory we will proceed, Dr. Reitz, to hear from you. 

Without objection the information to be supplied will be inserted in 
the record. 
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(The information to be furnished is as follows:) 

















in accounts of CCC for fiscal years 1955 and 1956 
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Estimated average cost of storage for 1 month based on inventory as of Dec. 31, 

1958 inne 
bccn id 
| Monthly Average 
Commodity | Unit of measure Quantity in average storage 
| inventory storage cost for 
per unit ss 1 month ! 

Cotton: a 
Cotton, extra long staple. ---------- SPER seneses~<vopecn- 5] 33, 641 | - = $12, 784 195 
CR, INE i sist ob elon ise dace pede ads dist andee 1, 581, 970 | 601, 149 

airy: 
Butter eo doWeccknsebbaveusswseue PENG Wad wniidun ait 56, 082, 196 . 001818 101, 957 
I i 1 satel aicle oe 14, 367, 490 . 00143 20, 546 
i ciecis ncarminnshvo wn ive geese ens 154, 997, 048 . 000666 103, 228 

Grains: 195 
EE a a a 0 a 71, 681, 976 . 016156 1, 158, 094 
Beans, dry edible--.----- Hundredweight- - -- - 12, 415 . 03 372 
Ne ees cas ic eaiseo weve Bushels- -- - - 1, 167, 993, 310 . 00908 10, 605, 379 
cna ina Sate yecheihin | Hundredweight. | 258, 504 . 03 7, 755 
a eee Re acichncchones 62, 467 . 01838 1, 148 
Grain sorghum ae Hundredweight.--- -- 161, 102, 541 . 03199 5, 153. 670 
8 ae ee Et ESS 26, 201, 190 . 012129 317, 794 
SS SS a ee oe ....| Hundredweight-.-.-.--- 7, 106, 332 | . 0517 367, 397 
sd ach gee atevaba nal OME. ncsc0-58: ; 2, 044, 041 . 017915 36, 619 105 
stank enavtle aecccthaws smu Seuedegess~ccthnwed 13, 231. 946 . 017915 237, 050 
EE Me get aamite tp nanidsh~oinendegt 777, 095. 365 . 017915 13, 921, 663 
NE id, al dcconiectewcs Hundredweight_-----..| 1, 873, 290 . 03 56, 199 

Naval stores: 

SS esi ieeiiwinedeses civ aketotsent 512, 388 .03 15, 372 
5a. eon babe wns Shae tas ocheecncn 12, 772 - 10 1, 277 195 

Olls and peanuts: 

a casa WOE Waateuscocaee 28, 869, 655 . 00035 10, 104 

Re Tad fon 2B —annn nna 25, 742,065}  . 0003 7,728 

NE OU ages noest shout sort lPoceseussccececns- 4, 452, 140 . 000325 1, 447 

Pn rseh dw ticcwcncswe poten bie teeake fxs es 11, 741, 854 . 00025 2, 935 

p Total storage cost. ......--..----- ee SE a ee oe A ie) Ae A dveconupe 32, 741, 662 
1 Represents {2 of the annual charge for handling and storing the commodity for the Ist year’s storage, 1 

based on average of rates provided in contracts with private warehousemen at the respective date, and in- 

cluding an approximation of costs of any Government-owned facilities involved. 

Storage cost for commodities acquired under price support program as recorded Se 


Se 


Total, all | f 
Month price sup- | Wheat | Corn Upland Dairy Other com- oO 
} port com- | 2 cotton products modities 
modities 
atin oe — . Sa alee seiied th 
Dele ein onceken esata $18, 608, 468} $13. 660,956] $1, 097, 421 $53, 236] $1,353,034] $2, 443, 821 du 
Se Oe ee | 37, 168,375} 14,546,534) 5, 299, 129) 12,122,650] 1, 984,889) 3, 215, 173 se 
September_._.._...___-- 21, 883,152] 13,416,191, 2, 934, 866} 904,361} 1,925,733] 2, 702, 001 sare 
hE TE 25, 754, 120) 14,157,870} 6,269,163) 1,078,015) 1,724,741] 2,524,331 ot: 
November___....._____- 20, 944, 132) 10,790,389} 5, 506, 531] 787,133} 1,756,031] 2, 104, 048 
December. _......-._--- 19, 257, 020} a6, 144,009} 7,116,591] 1,827,387} 1,813,144) 2,010, 663 
1965—January-.._........... 20, 892, 812) 594,841] 5, 140, 846! 769,777) 1,354,010) 2, 033, 338 U) 
February............... 15, 377, 224 7 299, 292} 3, 693, 271) 924,269} 1,482,334] 1,978, 058 
ns ell i etal 17, 239,980} 8, 287,358] 3,859, 321] 679, 028} 1,476,435) 2, 937, 838 re 
SS LS SR ae | 60,750,464! 45,491,561] 2, 908, 069 676, 921 530, 248] 1), 143, 665 . 
eae bieatate 43, 664,962] 20,735,987] 2, 965, 595 617, 963| 1, 201,052] 18, 144, 365 In 
June..............._..__] 31,388,870} 14,629,915) 6, 834, 672 718, 120 1, 3 54, 817| 9, 287, 586 sh 
Total. fiscal year 1955__} 332, 9729, 579) 184, 754, 903) 53,625,475) 16, 067, 846 _17, 956, 468} 60, 524, 887 th 
in 25, 050, 253 45 085,482) 2, 992, 302 675, 697 1, 228, 623] 5, 068, 149 ve 
oO RT a SERS 29, 995 ; 892) 5, 207, 45 51} 4,207,616} 2,638,081] 1,335,897) 6, 606, 847 ye 
September....---.-.-.--| 29.796, 719| ia 3A 609} 6,427,491) 3,193,467) 1, 089,282) 4, 740,870 pe 
October. ied 31, 282'587| 13,463,893 8 373. 945} 4,137,767] 1,086,178) 4, 220, 804 
November..............| 28,631,071} 12,122,715) 7, 661, 724) 4,099, 756 786,047} 3, 960, 829 
a ee | 28,543,171] 13,022,924) 6,676,249] 3, 836, 064 887,801} 4, 120, 133 pe 
1966—January ._........._._.. 25, 087,350) 11, 702,375| 5,938,212) 3, 727, 666 688,710] 3, 080, 387 is 
Fe eoeery -- ae 21,747,631] 9,753,499] 5,322,645) 3,341, 630 605, 223] 2,724,734 . 
March... aire 23, 846, 957| 10, 479, 483] 5,452,565] 3, 024, 712 732,870| 4, 156, 627 an 
hae oat 51,356,899] 35,993,259] 4,968,924) 2,854,040 553, 814) 6, 986, 862 
_ _ =o 41,991,351} 15,804,497] 5,451,621) 2, 664, 128 584,161] 17, 486, 944 
sie 36, 758, 079) 18, 359,991} 8, 058, 509) 886, 858 866,901] 8, 585, 820 of 
Total, fiscal year 1956..| 374, 087, 260 “185, 341, 178! 71, 531, 803| 35, 079, 766] 10, 445,507) +71, 689, 006 sh 
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Storage costs for commodities acquired under price support program as recorded 
in accounts of COC for fiscal years 1957 and 1958 








| | 
| Other 



































| Total, all | feed 

price | ains | Upland | Dairy Other 
Month support Wheat Corn |-(barley, | cotton | prod- | commod- 

| commod- | | oats, and ucts ities 

ities ! grain 
sorghum) 

1956—July_._..-......--...-..}$25, 973, 192|$12, 738, 627) $4, 853, 919|$3, 299, 128) $2, 646, 762) $642, 958/$1, 791, 798 
August............-.--..| 26, 242, 885) 13, 838,229) 5,974, 140) 3, 189, 104 911,923} 727,084) 1,602, 405 
September. .-....--.. 26, 117, 286) 12, 435, 47 7, 216, 853} 2, 840, 534) 1,223,081) 523, 230) 1, 878, 110 
ene «de Foasc cease 28, 785, 603) 12, 890, 441 9, 230, 924| 2,934, 941) 1,329,643) 444, 833) 1, 954, 821 
November....-------.- 26, 403, 038) 11,681, 438) 9, 839,491) 2, 483,052) 1, 185,922) 414, 113 799, 022 
December... -.---- 23, 013, 180) 10, 646,221) 9, 467, 129) 1, 299, 124 576, 334) 356, 622 667, 750 
1957—January...- - ......-| 25, 564, 255) 11, 606,477| 8, 440, 669) 1, 836, 638) 2, 476,659) 453, 076 750, 736 
February. -..---- 26, 496, 807; 10, 386, 592) 11, 125, 040) 1, 484, 239) 2, 440, 757| . 378, 043 682, 136 
March....... ..-..| 27,170, 194) 10,912, 787) 10, 282, 363) 2, 338, 230) 2, 465,028) 428, 701 743, 085 
OER, Gino ven ..| 42, 866, 493) 23, 413, 395) 10, 537, 216| 4, 920, 002) 2, 405,885) 486, 137) 1, 103, 858 
May-...-...-....-..--.| 41, 475, 231} 18, 476, 809] 11, 172, 760) 5, 847, 961) 1,989,118] 496, 215) 3, 492, 368 
Peck cna> ements ...-| 44, 283, 319) 13, 382, 869 18, 519, 110) 4, 504, 264 __ 907,70 693, 881) 6, 275, 495 
Total, fiscal year 1957: 364, 391, 485162, 409, 0, 3631116, 659, 614 36, 97, 217 20,8 20, 558, 58, 81216, 044, 80 044, 898 21, 741, 584 
1957-—July_...-. pectnbbldgac 24, 088, , 576) i, 084, 659} 6, 680, 968 2, 589, 081 2, 015, 386] 632, 25 632, 255| 1, 086, 277 
August_. ...| 31, 798, 996} 11, 451, 948) 12, 051, 086) 2, 780, 400) 3, 169, 694 699, 261 1, 646, 607 
September. - ..| 27, 866, 958) 10, 495, 283) 11, 114, 563) 2, 485, 964) 1, 863,850) 649, 872) 1, 257, 426 
October. - - .....----| 29, 197, 512) 10, 320, 825) 12, 676, 503} 2, 548, 770) 2, 520,439} 669, 712 561, 263 
November. .........-..| 30, 340, 234] 10, 585,725) 13, 219, 084) 2, 126, 046) 2, 588,454) 512, 832} 1, 308, 093 
December...........-..| 28, 927, 824| 10, 894, 788) 12, 261,713) 2, 148, 776} 2, 192,552} 459, 436 970, 559 
1958—January........:.- ..| 31, 203, 567) 10, 632, 966 15, 656, 059) 2, 505, 417) 1, 513,398) 470, 451 425, 276 
February. --.---- ..| 22, 089, 564} 9, 547, 494) 9, 418, 628) 1, 444, 971 872,712) 490,773 314, 986 
OO i ee ..-.-| 26, 344, 137) 10,715, 855) 9, 984, 297| 4, 043, 189 703, 574| 683, 380 313, 842 
ADEE. ...<«- ......-.| 46, 984, 137) 24, 181, 768) 10, 667, 547) 9, 439, 851) 583,977) 658,677) 1, 552, 317 
BE piavutweenone 63, 387, 930) 19, 113, 787) 9, 763, 679/31, 202, 504; 629,753) 540, 626 2, 237, 581 
SOB onto c ast --| 46, 380, » G16) 13, 289, 506! 16, 483, 997) 9, 032, 726 556, 874; 670,355) 6, 347, 157 














Total, fiscal year 1958 .|408, 610, 050) 152, 314, ne 139, 978, 124)72, 347, 645/19, 110, 663/6, 837, 630/18, 021, 384 





1 Does not include exchange commodities, 


Dr. Rerrz. I am Louis P. Reitz, of the Agricultural Research 
Service, in the Crop Research Division. 

My particular responsibility is to direct the work of the Wheat 
Section in connection with breeding improved varieties, development 
of production practices, disease control, and quality investigation. 

I am not sure that I am prepared to answer all questions regarding 
the many technological advances that we are noticing in wheat pro- 
duction.. However, I will contribute what I can from my own re- 
search section and will be glad to get answers to questions from various 
other fields. 

As Mr. Satterfield has indicated the per-acre trend in yield in the 
United States has been on the upgrade. I took a look at the historical 
record from 1866 down to the present to see what the statistics show 
in per-acre yield of the harvested wheat in the United States. This 
shows that from 1866 to 1930 there were 11 years only when yields on 
the national scale exceeded 15 bushels to the acre. That is on a har- 
vested acre basis. Since 1930 only 9 years have been below 15 bushels 
per acre, and this includes the drought period. 

This overwhelming shift in production levels from the 1866 to 1930 
period in contrast to what we are confronted with at the present time 
is a combination of many factors, technological program adjustments, 
and so forth. 

I think there can be no doubt that farmers are doing a better job 
of producing wheat than was true in the earlier days. This has been 
shown not only by the statistics but by special studies of this trend. 

In one particular study in which the effect of weather was elimi- 








10 WHEAT SITUATION IN REVIEW 


nated by statistical procedure, from 1919 to 1952, the per acre yield 
in North Dakota rose 3.8 bushels on the farms. In that same period 
in Kansas the rise was 3.3 bushels per acre. 

What are some of the factors contributing to this change in yield 
level? Well, as I indicated a moment ago, there are many factors 
involved. One would be improved varieties now available to farmers 
in all parts of the United States. Improved varieties have accounted 
for varying amounts of increase potential on farms from 5 or 10 per- 
cent up to 40 percent greater yield. I say this is the potential. It is 
not always realized on farms because of the soil ferility situation and 
moisture that is available for the crop. But this potential through 
improved varieties is nevertheless a real one. Those of you who have 
had experience with wheat in the various areas I think, will support 
me in this observation. 

This has been a factor that has contributed throughout the years 
to making the per-acre yield somewhat higher than it was in the early 
days when variety choice was limited and farmers could grow only a 
few varieties that had to be used over wide areas. More specific adap- 
tation, resistance to many of the pests, and a number of other factors 
contributed to the superiority of new varieties. 

During the period since about 1950 the variety picture in the United 
States has nearly completely changed, so that scarcely any area is 
now growing the same varieties it grew in the early forties. So 
we have had quite a change in that regard. 

I mentioned control of some of the pests. I think all of you are 
familiar with advances in weed control, making it possible to elimi- 
nate some weed troubles, of smut control and rust control, in contrast 
with heavy losses occurring in earlier years. The losses have been re- 
duced through chemical treatment and through the use of resistant 
varieties. 

Insects have been controlled to a great extent by a combination of 
chemicals, of production practices, and, again, by resistant varieties 
of wheat. 

There has been during the last several years a considerable in- 
crease in use of fertilizer on wheat. This has, according to some 
experts, about reached a saturation point for many of the maior areas. 
One of the limitations in further use of fertilizer is the inability of 
present varieties to respond favorably to higher rates of fertilization. 
There are some prospects in the future for this limitation in varieties 
to be removed with the expectation that fertilizer response might then 
be ereater than it has been. 

There is little doubt that the use of summer fallow has increased 
as a practice, particularly in recent years. I do not have the exact 
figures with me but a sizable shift to this practice has occurred on 
wheat farms. And where the per-acre yield is being considered, 
farmers definitely give attention to summer fallow because its use 
will approximately increase the yield anywhere from 20 to 50 per- 
cent, sometimes doubling the per-acre yield on a harvested acre basis. 

With all of this, farmers have adopted improved management. 
They are timing their operations better than they did when I was a 
boy. I can recall when we plowed for wheat in Kansas in early 
September. Now that would be regarded as a very poor practice 
and much too late for seedbed preparation. This is an illustration 
of the kind of management that has been made possible by improved 
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machinery. There can be no doubt that improved machinery on farms 
has made it possible to do these operations in a timely manner, and to 
contribute to the success of production by this means. 

I think that is all I have to say at the present time regarding this 
whole problem. As you can see and I am sure you know already, 
it is very complex and involves the bringing together of many tech- 
nological advances to explain some of the things that have happened. 

I would like to make one further comment, we have experienced 
very favorable weather for wheat production during the last 
year, certainly, or 2 years, and this is in very distinct contrast to 
what we experienced during the drought oe of the thirties. We do 
not know when those drought periods will return or how serious they 
may be. They, of course, would drastically reduce the opportunity for 
farmers to maintain high yield levels. Thank you. 

Mr. Apert. Thank you, Dr. Reitz, for that very fine statement. 
Who is your next witness ? 

Mr. Satrerrie tp. We do not have any other witnesses to speak on 
the topics outlined in the agenda concerning production trends. 

Mr. Axsert. Do you have any other witnesses to appear today? 
Do you know of any others? 

Mr. SATTERFIELD. No, we do not. 

Mr. Axsert. Well, then go to the questions. Are there any 
questions ¢ 

Mr. Poace. I wonder if I could ask Dr. Reitz to tell us what the de- 
velopments are and what the prospects are for perennial wheat. I 
have been hearing about it. I don’t know where we are going on this 
matter of perennial wheat. What does it look like? 

Dr. Rerrz. So far as production in the immediate years ahead are 
concerned, I would see nothing in it for you to consider at this time. 

The answer to your question is that perennial wheat exists. We are 
growing it experimentally in California. We have a selection of 
perennial wheat that we are studying under various management sys- 
tems to see how this new kind of grain might fit into agriculture. 
There is no seed available for release. There is no release date in mind 
but it does exist. 

Mr. Poace. Is it looked upon more as a grain or a forage crop? 

Dr. Rerrz. At present we consider it a combination crop. In the 
first year it might be taken for grain. The aftermath and the pro- 
duction in the second year, perhaps, might best be used as a hay crop 
or grazing crop. 

Mr. Poaar. Are you growing it in California because of the wet 
winters and dry summers with the idea that it will grow in the winter, 
then die down during the summer, is that it? I don’t know enough 
about it. 

Dr. Rerrz. There are two things. You have essentially hit on the 
environmental conditions under which this particular strain of peren- 
nial wheat does rather well. 

A second, perhaps as important a factor, is that California is where 
the research was done. 

Consequently, strains adapted to the Davis, Calif., environment 
would be the ones that we would have on hand. Our ARS research 
man, stationed at Davis, Calif., Mr. C. A, Suneson, undertook to de- 
velop perennial wheat from the same crosses most other investigators 
in the United States used in efforts to transfer from a wild grass 
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(Agropyron) disease-resistant, insect-resistant factors, and the like 
to annual wheat. So his objective was rather different from that of 
other workers in the other parts of the United States. 

Mr. Poace. Does perennial wheat grow the year around or does it 
have a dormant period. 

Dr. Rerrz. It has a dormant period after harvest. New buds form 
at, the crown but remain more or less dormant until irrigation water 
is supplied or until the rains come. Then it comences to grow again. 

The perenniality of perennial wheat is short. It will live in the 
Davis locality 2 years, 3 or 4 years. By then the stand is pretty thin. 

Mr. Poace. In the second or third year it will not produce enough 
grain for harvest ? 

Dr. Rerrz. That is right. Our second year trial shows that the 
grain yield drops off 40 percent. 

Mr. Poace. Does the first year give us a yield something comparable 
to that of annual wheat? 

Dr. Rerrz. Yes, sir, it does. It gives us yields rather similar under 
Davis, Calif., conditions to our average winter wheats that are grown 
out there. 

Mr. Poace. As to the second and third years, what would be the 
advantage? I see that you get grazing during winter, possibly, from 
those years without as much cost as from annual wheat. Would that 
be the only anticipated advantage of it? 

Dr. Rerrz. The main advantage would be that the cost of resowing 
the area would not have to be met, and the utilization of the crop for 
grazing. 

Mr. Poacr. You would not get any longer grazing period from 
this grain than you would get from annual wheat ? 

Dr. Rerrz. I think not. It is purely a matter of economics from 
this point out, whether this type of grain can be used economically. 
Personally, I am not convinced that it can be so used. But we are 
studying it. 

Mr. Arsert. Mr. Jones has some questions. 

Mr. Jones. I know that we all realize that we are, apparently, pro- 
ducing more wheat than we can dispose of. You mentioned, of course, 
the fact about 15-acre allotment contributing to this. And, also, the 
fact of the overplanting in the high yield areas where they pay the 
penalty only on the average yield rather than the actual yield. 

Which of these two practices that are provided for by law would you 
say has contributed most to the problem if either is more responsible 
than the other for our situation ? 

Mr. Sarrerrtevp. Definitely the 15-acre exemption has during the 
5-year period that we have just gone through. However in some 
areas of the country it is probably the large wheat farms. 

As you know, prior to the enactment of Public Law 85-203, wheat 
producers received credit for history purposes for any excess acreage 
they planted. 

Mr. Jones. For history purposes, I understand that. 

Mr. SarrerFrevp. Yes, in other words, if a man had a wheat allot- 
ment of 100 acres and planted 200 acres he received credit for planting 
200 acres. Under the law as it exists today, which becomes effective 
with respect to the 1959 crop, he would be credited with only 100 acres, 
an acreage equal to his allotment. 
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Mr. Jones. At the same time, the 15-acre man who planted thet 
many did not get any historical credit? 

Mr. SATTERFIELD. Yes, he has received credit for his plantings in 
excess of his allotment as well. And has built up a larger allotment 
in many instances, 

Mr. Sonte Under our present situation each one of those who had 
planted this excess has built up a history presumably for any future 
allotments. 

Mr. SarrerFIeLD. Yes, that is true. 

Mr. Jones. So that when we start cutting back, both of those pro- 
ducers would have to take some reduction and we would bring the 
production in line with the estimated demand, is that right? 

Mr. Sarrerrietp. That is true. I believe that Mr. Dyess may have 
some comment on that. 

Mr. Dyess. I might expand on that for just a moment. The larger 
farms in 1958, those subject to penalties, seeding above 15 acres, 
planted about 2 million acres more than their allotment. 

The small farms, those under 15 acres, planted about 4.5 million 
acres in excess of their allotment. 

Mr. Apert. What year is that? 

Mr. Dyess. That is 1958 in which probably we had more over- 
planting on large farms than in any other previous year. 

Mr. Jones. But there was still twice the overplanting on the 15- 
acre farms as there was on farms with the larger allotments? 

Mr. Dysss. That is right. And in 1958 I think the ratio is con- 
siderably worse for the small farms. In other words, in 1957 they 
planted about 4.5 million acres in excess of their allotments and the 
larger farms were about a million and a half in excess. 

Mr. Jones. That is all. 

Mr. Arpsert. Mr. Belcher. 

Mr. Betcuer. Following up on that, I thought I had the figure 
from you, Mr. Satterfield, that there was about 385 million bushels 
excess from the 15-acre allotments ¢ 

Mr. SarrerFretp. That is the accumulative total production from 
the excess acreage on farms with allotments of 15 acres or less. 

Mr. Betcurr. About 43 million excess from the larger planters who 
had overplanted. 

Mr. Sarrerriecp. No, 90 million. 

Mr. Bevcuer. 90 million? 

Mr. Sarrerrievp. Yes. 

Mr. Betcuer. And about 385 million excess for the 15-acre allot- 
ment and about 90 million excess from all others? 

Mr. Sarrerrtevp. 90 million on the large farms, and about 20 mil- 
lion in the noncommercial] States. 

Mr. Beicuer. What did you say? 

Mr. Sarrerrretp. About 20 million in the noncommercial States. 

Mr. Apert. 385 mill °:? 

Mr. SatrerFieLp. 385 ; .illion from small farms, 90 million from the 
larger farms, and 20 million in the noncommercial States. 

Mr. Avsert. It is 385 million. I wonder if you could estimate this 
figure. How many acres would be necessary, based on present ex- 
perience, to provide for the food and export requirements for next 
year ? 

37304—59—pt. 1 2 
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Mr. Sarrerriretp. Yes, I think we can give you that as an approxi- 
mation. About 40 million acres plus an additional 5 million acres to 
provide our feed and seed requirements. 

Mr. Beicuer. About 45 million ¢ 

Mr. Satrerrievp. Yes. 

Mr. Betcuer. Instead of having 55 million acres which is the min- 
imum allotment for next year, it would have to be about 45 million 
acres, if we were to just balance consumption and production, that 
is, balance domestic and export requirements with the estimated pro- 
duction for next year; is that correct ? 

Mr. SarrerFretp. Yes, for domestic and export requirements, to be 
balanced with production. 

Mr. Bevcuer. That would not provide at all for any reduction in 
the present surplus, would it? 

Mr. SatrerFietp. No, sir. 

Mr. Ausert. Mr. Breeding. 

Mr. Breeprne. I would like to ask a question as to this 385 million. 
Is that excess wheat on the 15-acre farms or is that the total? 

Mr. SatrerrievD. It is the accumulation excess from the 15-acre 
farms during the past 4 years. 

Mr. Breepinc. How much wheat is produced from the 15-acre 
farms? 

Mr. Dyess. They have about 8 million acres and with a yield of 
about 30 bushels per acre; that would be about 240 to 250 million 
bushels a year. 

Mr. Breepinc. How much allotment do they have for those same 
acres ¢ 

Mr. Atsert. We would like to have those figures accurately. Could 
you edit them before the record is printed ? 

Mr. SATrerRFIELD. We will be glad to furnish them. 

Mr. Jounson. The total produced on the 15-acre farms? 

Mr. Dyess. About 250 million bushels a year. 

Mr. Jonnson. I thought we had 285 million. 

Mr. Satrerrrecp. The 385 million figure represents the accumu- 
lative effect of the excess production on these small farms since 1954. 

Mr. Jounson. I get it now. When was the 15-acre limitation put 
on ? 

Mr. Satrerrtevp. In 1939. 

Mr. Atsert. Any more questions, Mr. Breeding? 

Mr. Dyess. To answer Mr. Breeding’s question about the allotment 
on these small farms, in 1957, the total allotments were 7,950,000 acres. 
It would be a little bit higher than that in 1958. 

Mr. Breeprne. The total acres were how much ? 

Mr. Dysss. You mean total acres of wheat? 

Mr. Breepina. Yes. 

Mr. Dyess. I misquoted the figures. That is the total acres planted 
in 1957. The allotment was 5,200,000. 

Mr. Breepinc. Five million allotment ? 

Mr. Dyess. Yes; and planted 8 million. You understand that there 
are quite a sizable number of these small wheat farms with allotments 
each year which do not seed any wheat at all. During recent years 
under the Soil Bank Acreage Reserve, there was quite an acreage of 
wheat taken out of production. In 1957 out of the total number of 
farms that had allotments there were 350,000 small farms that did not 
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plant wheat. Their allotment was 1,340,000 acres. That was. not 
seeded at all. They could have seeded it if they had wanted to. 

Mr. Breepine. That is all. 

Mr. Betcuer. Can you estimate what the decrease in the excess will 
be if the 15-acre minimum exemption law was repealed ¢ 

Mr. Dyess. That is a pretty hard question, Assuming that elimina- 
tion of the 15-acre provision would require compliance with allotments 
to about the same extent that we have on the larger farms, we would 
prabably reduce the production by about 135 to 150 million bushels. 
That is based on the fact that in 1958 the excess production on these 
small farms was 135 million bushels, 

Mr. Betcuer. It would decrease about 135 million bushels, 

Mr. Dyess. Assuming the same type of yields that we had in 1958 
which they might get. 

Mr. Bevcuer. ‘That is all. 

Mr. Jones. That does not seem to jibe. I cannot follow you there. 
You said we had 8 million acres planted ¢ 

Mr. Dyzss. Yes. 

Mr. Jones. On the 15-acre farms you said their allotment was 
5,200,000 ? 

Mr. Dysss. That is right. 

Mr. Jones. That would be an excess planting of only 2,800,000. 
Then when you take the yield there, you said that would be around 30 
bushels. Of course that gets you down to 8 million rather than 135 
million. 

Mr. Dyess. There is one other thing to keep in mind. On these 
small farms that planted excess wheat they actually planted a little 
better than 4 million over their allotment. 

There was another group of farms that did not plant any wheat 
at all which had about a million and a quarter acres of allotment, 
some of which went into the soil bank, and some which was not seeded 
in 1957. 

But of the farms that planted wheat in excess of their allotment, 
the excess acreage was a little over 4 million acres. 

Mr. Jones. This is too complicated for me to follow. 

Mr. Dyxrss. Maybe I better explain our terminology of complying 
and noncomplying farms. 

Noncomplying farms are those who seed in excess of their allot- 
ments, 

Mr. Jones. You mean in excess of 15 acres ? 

Mr. Dyess. In excess of the allotment given to the farm, whether 
1 or 5 or 100 acres. Of these farms with allotments of less than 15 
acres, that seed less than 15 acres, the noncomplying farms in that 
group had allotments of 2,340,000 acres. Those same noncomplying 
farms planted 6,565,000 acres, or in other words, they seeded about 
4,200,000 acres over their allotment. They are the ones that are pro- 
ducing some of the excess wheat. 

Mr. Jones. But you don’t throw in that category the noncomplier, 
the fellow who plants 15 acres? 

Mr. Dyess. Yes. 

Mr. Jonxs. You do? 

Mr. Dyxss. ‘Those are the ones I am talking about, that plant 15 
acres or less. ‘There is no penalty on them, but they are still produc- 
ing more than their fair share of the national allotment. 
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Mr. Breicurer. Would you be able to estimate the decrease in the 
excess if we based it on planted acres instead of harvested acres? 

Mr. Dyxss. About the best gage you would have on that would be 
the normal abandonment times the harvested yield. Abandonment 
over a 10-year period runs around 8 or 10 percent, I believe. So, 
roughly, that would be 5 or 6 million acres a year and yields of 
about 20 bushels. 

Mr. Betcuer. How many ? 

Mr. Dyess. The 5 or 6 million, times the yield of about 20 bushels, 
which would run about 100 million bushels a year. 

Mr. Beicuer. That would decrease your excess. You estimate it 
would decrease it by about 100 million ¢ 

Mr. Dyess. Yes, ' sir. 

Mr. Bevcuer. That is all. 

Mr. Smiru of Kansas. In want to address myself to this matter of 
raising more wheat by means of changing your plant seed. I think 
you stated that there*is no wheat being produced that was not in 
existence a few years ago. In other wor ds, you are constantly getting 
new varieties, is that true? 

Dr. Rerrz. Yes, sir. It is true that there are new varieties on farms 
now compared to what was grown there 10, 15, or 20 years ago. 

Mr. Smrru of Kansas. Is it not one of your problems in the raising 
of wheat that it is a self-pollinating plant, once you get a new v ariety 
the bushel production trend goes down hill ¢ 

Dr. Rerrz. I will answer that question in this way. Research has 
not shown a mechanism for a genetic decline in varieties to be a regu- 
larly expected thing. Variety decline has been shown to be related to 
disease infestation of the seed, to adverse mixtures that may come in, 
to weed contamination, and the like. But in spite of the many reporis 
of varieties running out, research has not shown that to be a knowl- 
edgeable thing or an expected thing. 

To illustrate this point, there have been brought back into pro- 
duction seed stocks stored for a period of many years and then com- 
pared with seed stocks of the same variety that have been propagated 
each year over that same period. The results of these studies have 
indicated there was no difference between the variety as originally 
released and the variety grown some 15 or 20 years later. 

Mr. Smrru of Kansas. As a matter of fact, you have been search- 
ing*around for supplies of the old Turkey Red Winter, the original 
wheat trying to use it as one of your stocks ¢ 

Dr. Rerrz. We are using the Turkey Red in our breeding. 

Mr. Smrru of Kansas. Isn’t it a fact that the old est stablished Red 
Turkey Wheat is a better wheat and is more efficient in production than 
some of the newer varieties like Comanche and those very recently 
developed ? 

Dr. Rerrz. Turkey wheat has wide adaptation and is somewhat 
more winter hardy than some of the varieties being grown today. 
But in terms of local adaptation, Turkey wheat has largely been ex- 
ceeded in most areas of the United States. There are a few areas 
such as in Idaho, Wyoming, and parts of Nebraska, where Turkey 
wheat is hard to beat. 

In Kansas, the Turkey variety generally yields below the new 
varieties. That is regularly true in certain sections in Texas and 
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Oklahoma, and in that general area, Turkey wheat is being used only 
as breeding stock. 

There are many outstanding characteristics in Turkey wheat. 
We have lost some of those in new varieties. We want to recapture 
those and we are using Turkey wheat again in our breeding program 
to recapture some of those virtues that we think have been lost in our 
breeding program. 

Mr. Smiru of Kansas. In the production of wheat, is it weather or 
a new variety—which do you think is the greater factor? 

Dr. Rerrz, Weather can double or triple our yield or cut it in half 
and eliminate it. New varieties can’t do that much. Weather is the 
overall, the overriding factor in this situation. 

Mr. Smrru of Kansas. To get back to the question that Mr. Poage 
asked about the perennial wheat, you have down here at Beltsville 
the original so-called perennial wheat, do you not? 

Dr. Rerrz. Yes, sir. 

Mr. Smrrn of Kansas. Isn’t it true that perennial wheat is going 
ee I think you testified here that in about 3 years that would 

take place. 

ig Rerrz. We are talking about different stocks of wheat. A mo- 
ment ago I talked about the strain in California. That was developed 
from the Beltsville crosses. It begins to decline in productivity after 
the first sown year because many of the plants die and the second year 
still more die. Volunteer comes in and it ischoked out. 

These old hybrids that I think you may have seen at Beltsville, 
or at least heard about, are the original breeding stocks from crosses 
made back in 1935. And some of those plants are still living. They 
produce virtually no seed at all because they are self-sterile, and have 
been so from the first. 

Mr. Smirn of Kansas. Do you have any knowledge about this 
st ory in the papers that the Russians have invented a perennial 
wheat ? 

Dr. Rerrz. We have not obtained samples to test. But we think 
it is certainly probable. I would not doubt that they have a wheat- 
like plant that is perennial. We have it. I am sure that they could 
breed it if they wanted to have it. Dr. H. A. Rodenhiser, who toured 
Russia last summer, told me that he did not encounter perennial 
wheat on Russian farms. He asked questions. about it but it was not 
1p to be an important item in Russian’ wheat production at 
this time. 

Mr. Smiru of Kansas. Is the Department still working on the 
perennial wheat ? 

Dr. Rerrz. We have limited experiments at one location only. That 
is at Davis, Calif. 

Mr. Smira of Kansas. If you could find a perennial wheat with 
even two-thirds of the production of the ordinary wheat, you would 
completely change the agricultural picture of this country, would 
you not { 

Dr. Rerrz. It certainly would. We do not expect that in the next 
25 years, however. 

Mr. Smitu of Kansas. That is all. 

Mr. Arsert. Mr. Stubblefield, do you have any questions? 

Mr. StupsLerrevp. No. 
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Mr. Atzert. Do you have any, Mr. Short? 

Mr. Snort. I would like to have this point clarified a little bit for 
thé benefit of the committee. It seems to me it is a question that 
needs to be covered. 

Will one of you gentlemen clarify the application of the present 
Jaw in regard to the instance where an individual farmer overplants 
his allotment and does not exceed his base, and what happens when 
an individual underplants his allotment—what happens? 

Mr. Dyess. In answer to your first question, we should probably 
break it down into two parts. What happens prior to 1958, and the 
second part, what is going to happen from now on under the present 
law. 

Prior to 1958, a farmer received a credit for history purposes of the 
acreage he planted plus the acreage diverted from his normal plant- 
ing if he planted within the allotment. 

If he planted in excess of the allotment he recived credit only for 
the acreage planted on the farm. 

To illustrate, if a man had a 100-acre allotment, we would assume 
that his normal planting prior to the allotment was, say 150 acres to 
keep the figures even. If he seeded within his allotment, within his 
100 acres, then each year he got credit for his normal plantings of 
150 acres, the difference being what we say he diverted for compliance 
with the program and he recived credit for that. In other words, his 
base is 150 acres. He gets credit for that full base. 

The farmer who planted in excess of his allotment received credit 
only for the acreage actually seeded on the farm. It might have been 
110 acres. It might have been 200 acres—whatever he planted he 
received credit for as history. 

Under the current law, discounting 1958 for the moment, but start- 
ing with 1959, if a man plants within his allotment he receives credit 
for his entire base of 150 acres. If he plants in excess of his allotment, 
he receives credit for only his allotment. 

Take the same example again, the man with the 150-acre base. 
Tf he plants less than 100 acres he gets credit for 150 acres of history. 
If he plants more than 100 acres, regardless of how much, he gets 
credit only for 100 acres of history. 

Mr. Snort. Prior to 1958 he got credit for that which he planted ? 

Mr. Dyess. That is right. 1958 is in a class by itself. Every 
farmer got credit for his entire base. 

Mr. Snort. Will you explain my other question as to how he lost 
acreage when he did not plant up to that allotment? It seems to me 
that the individual who tried to comply with the intent of the pro- 
gram was penalized, whereas the individual who overseeds it does 
not make any difference because he was rewarded by having the base 
increased, is that true ? 

Mr. Dyess. That is the reason the law was changed. There was 
such a large acreage involved in the overplanting that when we 
started dividing up the acreage allotment, the man who got credit 
only for his base had a less percentage share of the total acreage than 
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the man that overplanted his allotment. When there was a great deal 
of overplanting of allotments, and the overplanted producer received 
credit for all of the acreage seeded, the increase in allotments came 
out of the 55 million, and thereby reduced the share of the complying 
farmer. 

Mr. Suort. Cumulatively, it would detract from the allotment of 
the country and from the allotment of a State. 

Mr. Dyess. That is right. 

Mr. Suort. That is what happened, as you know, in my State. 

Mr. Dyess. That is right. Your farmers cooperated about 99 per- 
cent, I think. 

Mr. Suorr. We were penalized about a million acres by doing so. 

Dr. Dyess. I don’t believe you can count that million acres as a pen- 
alty. That is how much the allotment has shifted from North Da- 
kota from the time we first started the program in 1938 up to the 
present time. There was a good long period during the war when 
the acreage of wheat in other areas expanded tremendously when we 
didn’t have any allotment program. Of course, that history was 
brought into play when we started back with allotments in 1954. 

The greatest expansion was in the southern Great Plains. That 
was partly responsible for that shift out of North Dakota. 

Mr. Suorr. You still haven’t quite answered the question about this 
individual. 

Mr. Dyess. There again, the law has shifted around from time to 
time. Within the past 3 or 4 years regardless of how much the man 
planted below his allotment, he got credit for the full base because 
of the automatic preservation of history which was started at the 
same time that we instituted the acreage reserve program of the soil 
bank. Prior to that time if he planted less than a certain percentage 
of his allotment, he didn’t receive his full base as history credit. For 
example, if a man only planted half of his allotment then he received 
credit for only half of his base as history for that year. 

But since 1956, I believe it is, any underplanting of allotment did 
not affect his history at 2:1; he was given full credit for his history. 

Mr. Suorr. I am not entirely familiar with the law and perhaps 
many of our people in North Dakota are not,either. Last spring their 
allotments were being reduced, apparently a few acres in most in- 
stances, they were told, because they did not seed up to their allot- 
ments, Was that true in some previous years? 

Mr. Dyess. That is quite possible. When they set up allotments 
for 1959—is that the year you are talking about, the allotments for 
1959? 

Mr. SHort. No, it was 1958. 

Mr. Dyess. All right, the history for 1954, 1955, 1956, and 1957, 
entered into the allotment for that farm. 

If in 1954 and 1955, they had not seeded up to within 90 percent of 
their allotment, they did not receive full credit for their base. And 
in those 2 years only it did have some influence on the individual farm 
allotment. 
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Mr. Suorr. It seems like the overall program was designed to pen- 
alize some who tried to conform. 

Mr. Dyess. I think that provision was to take care of the fact that 
some farmers were going out of production of wheat, and there was 
no point in giving then allotments each year if they are not producing 
the crop. For example, since we have had this preservation of his- 
tory in the last 3 years, the number of farmers having wheat allot- 
ments but not seeding wheat has increased materially. There are 
about, as I recall, nearly 550,000 farms with allotments in 1958 that 
did not plant any wheat. The year before there were about 450,000. 
The year before that about 375,000. They were mostly small farms 
with little wheat history. And under normal instances we would 
have dropped some of them out of the picture. But with the auto- 
matic preservation of history we are carrying them on and giving 
them some of this allotment although they are not using it. 

Mr. Suort. That is all. 

Mr. Apert. Mr. Latta, do you have any questions? 

Mr. Larra. I would like to address this question to Mr. Satterfield. 
You pointed out as to the 15-acre figure, isn’t it your experience over 
the years in the Department of Agriculture that it indicates there 
should be no delay in time and some one has to make a decision, you 
realize, to control it. 

Mr. Satrerrrewp. I believe that is true. Because our total supply 
of the wheat continues to grow each year. 

Mr. Larra. That is all. 

Mr. Atgert. Do you have any information on the effect of the 30- 
acre provision ? 

Mr. Satrrerrretp. Yes, I do. We have a final summary showing 
the total number of farms that took advantage of the 30-acre exemp- 
tion provision under the 1958 program. 

Mr. Avsert. About how many were there? 

Mr. SatrerFieLD. There were 2,546 farms having a total allotment 
acreage of 21,783 acres and 56,179 acres actually planted. 

Mr. Avzert. Would you put that table in the record ? 

Mr. SATrerRFIELD. Yes, we will. 

a Axsert. Without objection that table will be inserted in the 
record. 
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(The table is as follows:) 


Status of 1958 feed-wheat applications as of Now. 30, 1958 




















Number Average Average 
State of appli- Allotted Actual Excess allotment acreage 
cations acreage acreage acreage per appli- | per appli- 
cation cation 

Nn nt enedidnnedtonsmants 37 | 148 1, 197 1, 049 4.0 132.0 
CD os hei Lewd 26 145 578 433 4.0 22.0 
i 19 120 373 . 253 6.0 20.0 
Delaware........-.- juividewne 1 14 21 7 14.0 21.0 
IIR Ad. iain: ~ Grnhigtisso eel San occ 55 149 1, 269 1, 120 3.0 23.0 
sein Oa aise secant ngit 11 69 261 192 6.0 24.0 
BOR, ol ds bibs add dodedsced 64 270 1, 533 1, 263 4.0 24.0 
I a i aE i 147 1, 643 2, 925 1, 282 11.0 20.0 
ides debisesdeeceustbada 64 102 1, 307 1, 205 2.0 20.0 
PL... Insiksedehetccieieeds 14 97 354 | 257 7.0 25.0 
MINN ceca Boe ae 104 683 1, 964 | 1, 281 7.0 19.0 
FIN 6s So nicl id cddintip shim 18 144 325 181 8.0 18.0 
Michigan. -_-- ell secainiaatea teal 36 264 801 537 7.0 22.0 
PERO ocawodtuchiccdecesde 22 22 539 517 1.0 24.0 
et nee ntti tiene 402 2,717 8, 870 6, 153 7.0 22.0 
NN as Grain ecaletieenctin arom es 41 332 958 626 8.0 23.0 
DOG UNUNR Ss ok. od dads achicha | 23 69 549 480 2.0 24.0 
DT eo ni chases 75 848 1, 840 992 | 11.0 25.0 
New Mexico.......-....------ 7 79 128 49 | 11.0 18.0 
fe eee 237 2, 336 4, 922 2, 586 10.0 21.0 
North Carolina. .............. 67 274 1, 568 1, 294 4.0 23.0 
North Dakota. ..............- 5 20 129 109 4.0 26.0 
SU iced deiiccbacitia ial ailemiintnad 205 4, 375 6, 717 2, 342 21.0 133.0 
Oklahoma. .......- i eddhinesddate 44 158 O64 806 4.0 22.0 
Rl acini 47 245 1, 127 882 5.0 24.0 
POMS YIVOMIG. <2. nec ccccccs 230 | 3, 167 | 4, 955 1, 788 14.0 22.0 
South Carolina.............-. 15 | 50 34 | 294 3.0 23.0 
South Dakota--..............| 9 | 70 | 208 138 8.0 23.0 
Tennessee maith bie nanabel 148 724 2, 140 1, 416 5.0 14.0 
St 87 102 1, 363 1, 261 | 1.0 16.0 
MENS Sv cdeledndacthsedcebee 70 638 1, 550 912 9.0 22.0 
pS a ee 72. 856 1, 492 636 12.0 21.0 
Washington Gidiaen aaa 3 551 1, 556 1, 005 7.0 19.0 
‘West Virginia................. 6 53 159 106 9.0 26.0 
RRR STE 47 224 1,039 815 5.0 22.0 
WH POE Suk tasdenkic denddocs 8 25 154 129 3.0 19.0 

ics nts iced. Stam : 2, 546 21, 783 56, 179 34, 396 8.6 22.1 


1 Ineludes 1 or more institutions with wheat acreage in excess of 30 acres. There may be institution 
farms with wheat acreages in excess of 30 acres included in the totals for cther States also, which are re- 
flected in the average acreage per application figure for such States but such institution wheat acreages 
are not great enough to cause the average acreage per application for such States to be in excess of 30 acres. 


Mr. Atzert. Do you have much evidence of violation under the 30- 
acre provision. Hag there been much of that? 

Mr. Sarrerrievp. I didn’t get the last part of your question. 

Mr. Arsert. Have there been many instances brought to the atten- 
tion of the Department where farmers have planted 30 acres, ostensibly 
for feed purposes and then undertaken to sell the wheat produced on 
such acreage ? 

Mr. Satrerrie.D. Not that I know of. 
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Mr. Apert. I will ask only one other question. Then I will ask 
counsel to complete the record. 

With reference to the 15-acre provision, do you think that if we 
were to place in the law a provision that no farmer could plant in ex- 
cess of his planted acreage or 15 acres, whichever is higher, within 
the last 3 vears and no farmer who had no acreage in wheat during 
the last 3 years could plant any wheat, such a provision would be of 
any help in curtailing the expansion of the 15-acre provision ? 

Mr. Sarrerrretp. It might help some. I am not sure how much. 

Mr. Arnert. We are not going to make any progress if we tell 
everybody that uses the 15-acre exemption that we are going to take 
all the re: duction out on him. There isn’t any question about that. 

Mr. Sarrerrietp. We know this is true, as Mr. Dyess has pointed 
out, a large number of the small producers have not planted wheat 
every year. They are in and out. If you made the exemption on the 
basis of the average acreage planted during the last 3 years, or 15 acres, 
whichever is the smaller, it would probably have a much greater effect. 

Mr. A.sert. That in order to . eligible to plant any wheat, he 
would have to have planted wheat within—I am just taking these 
figures out of the air—the last 3 years. If he did not he could not 
plant any wheat. The reason I am getting at this in all serious- 
ness is because if we do cut the national minimum allotment by law 
we are going to encourage planting in noncommercial States and 
under the 15-acre provision. 

Mr. SatrerFietp. That is true. 

Mr. Arpert. As you come down on one side it will increase on the 
other. Wheat prices will go up by reason of curtailment of supply. 
‘What I am trying to figure out is: if there is any way that we can 
preserve, at least partly, the 15-acre provision and not have it just 
an open end. Do you see what I mean ? 

Mr. Sarrerrreip. I understand your question. I cannot definitely 
say, because we haven’t made any analysis of the exemption provision 
along that line. 

Mr. Apert. Maybe we are asking that question prematurely. You 
might think about it. 

Mr. Bercner. As I understand the question, the question is that 
we will keep those 15-acre boys that are in business now but not 
permit new ones, is that the quest ion ? 

Mr. Arpert. And also, if they have not planted 15 acres. 

Mr. Satterfield said in Ohio the average was about 10 acres. My 
question related to the possibility of a double ceiling, 15 acres or the 
highest planted, whichever is lower. 

Mr. Bevcuer. That would keep the present 15-acre exemption but 
we would have no additional ? 

Mr. Arserr. It would not keep the 15-acre—it would keep the 
highest planted acreage—would not allow any new ones to come in 
at all? 

Mr. Satrerrreip. I believe Mr. Dyess has some figures on that. 

Mr. Dyess. I have an indication that would give some idea. This 
is for 1958. We had 135.000 farms that planted some wheat but 
planted 5 acres or less. There were 215,000 that planted between 5 
and 10, and there were 445,000 that planted between 11 and 15. So 
you see that there are about 750,000 farmers or more, who would be 
affected by cutting back to their highest planting. 
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Mr. Atsert. It would have a substantial effect. 

Mr. Dyess. It could have a substantial effect. . 

Mr. Ausert. And would it have a substantial eiiect on keeping this 
gene al growth of production from the 15 acres going up ¢ 

Mr. Dyess. That is right. 

Mr. Beccuer. How about an allotment to plant a thousand acres— 
| would that apply to a man who had not planted that ? 

Mr. Atsert. Except such penalties as we put in the law. 

In other words, he would be under penalty if he did. 

Mr. Heimburger has some questions that he would like to ask. 
Mr. Hermpvurcer. As to the size distribution among these farms, 
| has there been any increase in the number of small farms in the last 
| few years, Mr. Dyess? 

Mr. Dyess. Yes; there has been. There has been an increase in the 
number of small farms each year. Mr. Satterfield mentioned that in 
his opening statement. The number of small farms has increased from 
| about 850,000 in 1954 or 1955 up to about 1,250,000. 

Mr. Hermpurcer. Are these farms actually growing wheat or are 
they farms which have grown wheat and have thereby acquired a 
history ¢ 

Mr. Dyess. Both of them are included in that category although the 
number of farms actually seeding wheat has steoally increased by 
about 50,000 and in the last 5 years—— 

Mr, Hermevurcer. Do you have figures for 1958 showing the size 
of the wheat farms? 

Mr. Dyess. Yes; we do. 

Mr. Hermpurcer. Mr. Chairman, I think we might like to have that 
for the record. 

Mr. Atgert. Without objection that will be included. 

Mr. Hermpurcer. We do have numerous statistical tables on this 
subject which I think would be of interest to the committee, if you 
have them. 

Mr. Arzert. Without objection they will be made a part of the 
record. 

Mr. Dyess. This is rather voluminous to put in. 

Mr. Atpert. We would like to have it. 

Mr. Dyess. All right. 

(The tables referred to face this page. ) 

Mr. Apert. And any other tables that you have there—statistical 
tables that might be of benefit to the subcommittee. 

Mr. Dyess. We have a copy of what we call our “Compliance Re- 
port for 1958.” That is just a general breakdown of the acreage and 
allotment on complying and noncomplying farms. 

Mr. Apert. Could we have that? 

Mr. Dyess. Yes, sir. 

Mr. Arsert. Without objection that will be inserted in the record. 

(The table referred to faces this page.) 

Mr. Hermpurcer. Could you provide us with a table showing the 
national breakdown of wheat farms as to size, going back to, say, 
1954—do you have that? 

Mr. SaTrerFtevp.. Yes, I believe we do. 

Mr. Hermpurcer. Could you go back to 1954 and give us the figures 
on the size of the wheat allotments? 

Mr. Dyess. By acreage? 
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Mr. Avsert. It would have a substantial effect. 

Mr. Dyess. It could have a substantial effect. 

Mr. Avsert. And would it have a substantial effect on keeping this 
general growth of production from the 15 acres going up? 

Mr. Dyegss. That is right. 

Mr. Betcuer. How about an alletment to plant a thousand acres— 
would that apply to a man who had not planted that ? 

Mr. Atserr. Except such penalties as we put in the law. 

In other words, he would be under penalty if he did. 

Mr. Heimburger has some questions that he would like to ask. 

Mr. Hermepcrcer. As vo the size distribution among these farms, 
has there been any increase in the number of small farms in the last 
few years, Mr. Dyess ? 

Mr. Dyess. Yes; there has been. There has been an increase in the 
number of small farms each year, Mr. Satterfield mentioned that in 
his opening statement. The number of small farms has increased from 
about 850,000 in 1954 or 1955 up to about 1,250,900. 

Mr. Hermpurcer. Are these farms actually growing wheat or are 
they farms which have grown wheat and have thereby acquired a 
history ¢ 

Mr. Dyess. Both of them are included in that category although the 
number of farms actually seeding wheat has steadily increased by 
about 50,000 and in the last 5 years—— 

Mr. Heimpurcer. Do you have figures for 1958 showing the size 
of the wheat farms? 

Mr. Dyess. Yes; we do. 

Mr. Hermeurcer. Mr. Chairman, I think we might like to have that 
for the record. 

Mr. Atsert. Without objection that will be included. 

Mr. Hermpurcer. We do have numerous statistical tables on this 
subject which I think would be of interest to the committee, if you 
have them. 

Mr. Atzert. Without objection they will be made a part of the 
record. 

Mr. Dyrss. This is rather voluminous to put in. 

Mr. Atsert. We would like to have it. 

Mr. Dyess. All right. 

(‘The tables referred to face this page.) 

Mr. Avserr. And any other tables that you have there—statistical 
tables that might be of benefit to the subcommittee. 

Mr. Dygss. We have a copy of what we call our “Compliance Re- 
port for 1958.” That is just a general breakdown of the acreage and 
allotment on complying and noncomplying farms. 

Mr. Avsert. Could we have that? 

Mr. Dyess. Yes, sir. 

Mr. Arsert. Without objection that will be inserted in the record. 

(The table referred to faces this page. ) 

Mr. Hermpurcer. Could you provide us with a table showing the 
national breakdown of wheat farms as to size, going back to, say, 
1954—do you have that? 

Mr. SATTERFIELD.. Yes, I believe we do. 

Mr. Hermpurcer. Could you go back to 1954 and give us the figures 
on the size of the wheat allotments ? 

Mr. Dysss. By acreage? 
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Mr. Hempurcer. By size of allotment. 

Mr. Dyess. We can go back to 1955. We do not have any figures on 
1954. 

Mr. Hermpurcer. Could you give us that ? 

Mr. Dyrss. Yes. 

(The information is as follows:) 


Wheat: Number of allotments according to size, 1955-58 


























Size of allotment (acres) 1955 | 1956 | 1957 | 1958! 

L Ar: — | sie ad eae 
Zero (2) 281, 662 | 326, 296 | 355,056 
1to5 379, 710 | 385, 795 | 414, 882 488, 619 
6 to 10 272, 600 | 268, 510 | 262, 791 263, 985 
11 to 15..._- 163, 566 | 148, 828 | 145, 739 139, 494 
16 to 20 93,170 | 91, 194 | 91, 148 88, 609 
21 to 25___- 63, 716 | 61, 986 61, 555 61, 378 
26 to 30__- if 45, 072 | 46, 599 45, 648 
31 to 40 153, 360 14 62, 339 | 63, 263 64, 524 
MD cei oscnccc as { 43, 596 44,311 46, 419 
_ a ies koe <i 72, 504 74, 282 76, 828 
ee a } 120, 327 1 46, 516 | 46, 875 48, 376 
I Ns nicest Seles sieinnewes touscetano te a i{ 81, 939 | 82, 967 82, 180 
I Ig ak oat ‘|| 129. 088 |} 28, 920 29, 247 27, 486 
RR Oi aaa ia meat | 0 USS | 12, 816 12, 941 | 12, 183 
an “| | 6, 259 6, 244 | 5, 680 
| EE RE EE il 7,710 | 7,793 | 7, 560 | 6, 941 
EEE AE EE EE SL Re i 1, 468 | 1, 557 | 1,415 | 1, 316 

ae ee eee al ea alec 
tas De Se | 1, 384, 715 | 1, 647, 286 1, 718, 115 | 1, 815, 602 





11958 allotments not entirely comparable with other years since they were calculated in tenths of acres 
while in other years all fractions were rounded to nearest whole acres, 
2 Not available. 

Mr. Hermeurcer. One point that occurred to me is about the effect 
of the 15-acre provision on the-wheat production total. You testi- 
fied it was very substantial, but isn’t it true that a great deal of this 
wheat is consumed on farms where it is produced and does not get into 
the commercial market and, probably, is noncompetitive with com- 
mercial wheat? In other words, that the farmer who grows 15 acres 
of wheat, and feeds it on the farm, probably would not have bought 
wheat for feed had he not grown it. Isn’t there quite a bit of that? 

Mr. SarrerFie.p. It is true that some of this wheat has been utilized 
on the farm for feed. Yet we know that a lot of it has moved into com- 
mercial trade channels. 

Mr. Hermeurcer. You think it goes into commercial channels? 

Mr. SatrerFiep. Yes. 

Mr. Betcuer. Well, what records do you have of the production 
that gets into the channels of trade ¢ 

Mr. SatrerFietp. Our estimates of the production which moves into 
the channels of trade are based upon statistics compiled and published 
by the Crop Reporting Board and the Bureau of the Census. A check 
is made at the end of each marketing year on the quantity of wheat 
which moved into consumption and export channels. This check of the 
disappearance of wheat serves as a basic for subsequent revision, if 
any, in the estimated production. A supply-disposition estimate of 
wheat is made following the release of each quarterly stock report on 
wheat which covers the quantity that goes into food, feed channels, and 
the quantity that is used on farms for feed or is lost. 
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Mr. Apert. You do know and have records of commercial trans- 
actions in all of these States where you know there is a substantial 
number of small farms # 

Mr. Sarrerrietp. I am not sure. about that. We do have records 
on the total quantity of wheat moving into commercial channels, 

Mr. Avsrrr. Is there any way of getting that, because it is a very 
important question on the subject that we are dealing with here. 

Mr. Satrerriecp. Let me see if we have someone here from the Agri- 
cultural Estimates Division of AMS who can answer that. No, we 
apparently don’t have anyone from Agricultural Estimates this 
morning. 

Mr. Apert. I would appreciate getting the answer to that question 
if you have any satisfactory estimate, as to how much of this wheat 
produced on the 15-acre farms goes into commercial channels. 

Mr. Dyess. Perhaps I can give you a little bit of information right 
now. We have estimated that the production on-these small wheat 
farras Was around 250 million bushels a year. 

Our total wheat used for feed for the last few years has ranged be- 
tween 40 and 60 million for the years as a whole. So even if all of 
this feed wheat came from these small farms, that would still leave 
about 200 million bushels going into commercial channels. 

Mr. Avsert. And being fed. Do you know whether a substantial 
amount of it goes into commercial channels? 

Mr. Dyess. It would have to. 

Mr. SarrerFievp. It would have to. 

Mr. Axserr. And the figures indicate that it does? 

Mr. Hermpurcer. Turning now to discussieon-of the various*typés’ 
and..varieties: What are these major varieties or types of wheat? 
And how do they stack up today in the demand and surplus picture ? 

Mr. Sarrerrrevp. I thought I had a copy of the table showing the 
breakdown by classes and the estimated supplies that we have on hand 
this year but I left it on my desk and neglected to bring it along. 

Mr. Aserr. Could you furnish that for the record ? 

Mr. SATTERFIELD. Yes, we can. - 

Mr. Atsert. Without objection it will be inserted in the record. 

(The information is as follows:) 


Wheat: Estimated July 1, 1959, carryover by classes, with comparisons 





Total dis- Carryover July 1? Percentage | 1959 carryover 
appearance 1959 carry- | change from— 
Class 1953-57 Nas sleet ad __| over is of 
average ! average dis- 


1952 | 1958 





1959 appearance 1952 1958 


| 
Mil. bu. | Mil. bu.| Mil. bu.| Mil. bu. Percent | Mil. bu.| Mil. bu. 














Hard Red Winter- ea An 412 97 614 | 946 229:6) +849} +332 
Soft Red Winter. pene 193 16 6 | 16 8.3 0 +10 
Hard Red Spring. __.---.--------| 172 117 201 262 | 152.3 | +145 +61 
NE. Sb owccecae ented 19 15 | 27 | 21 110.5 +6 —6 
gt ig 166 11 | 33 | 38 22.9} +27 +5 

WN ate Seed cccenttss 962 256 | 881 | 1,283 133. 4 |+1, 027 +402 


\ 


| Year begins July 1. Includes exports and domestic use for food, feed, seed, and industry. 


2 See table 7 for explanation of how total stocks are broken down by classes. The total 1959 stock figure 
is estimated from supply and disappearance. 
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Wheat: Estimated supply and distribution, by classes, United States, 1957 
and 1958 


[In millions of bushels] 











Hard | sot Soft Hard } | 
Item Red Red | Red Durum | White | Total 
Winter | Winter | Spring | | 
‘i ili naini ih hbitri cational LL if TE 
1957-58 | | 
| 
Carryover, July 1, 1957_...-.---- 648 10 | 195 | 14 42 | 9 
Production... _.” i 425 | 159 167 | 40 160 951 
Imports..... Aamadapaidia wee tee | 2 is5. bl ll 
RN : 1, 073 | 169 373 | 54 | 202 | 1, 871 
Exports ?__. tate a 219 30 | 38 | 1 118 406 
Domestic disappearance. ...___--- 240 | 133 | 134 | 26 | 51 584 
Carryover, June 30, 1958. 614 | 6 | 201 | 27 | 33 881 
1958-59 | : 
{ | 
Carryover, July 1, 1958_.....- 614 | 36 201 | 27 | 33 881 
Production. - - 4 oa ee 835 | 197 232 22 | 176 1, 462 
Imports----- ime cial ; 9 | , 9 
I etic, att woul moose] ROM 203 442 49 | 209 | 2, 352 
Exports ?__- Te gink GbetInn gw eniane 250 | 46 37 | 1 | 120 44 
Domestic disappearance ewcsls eit 253 | 141 M3 | 27 5l 615 
Carryover, June 30, 1959..._.-.-.-__| 946 | 16 | "262 | a1 | 38 | 1, 283 


} i | | 








1 The various classes of wheat are used for different purposes. The Hard Red Winter and Hard Red 
Spring wheats are especially suited to the making of bread flour. Flour from Soft Red and Soft White 
wheats are used in the making of pastry, crackers, biscuits, and cakes. Durum wheat is used in the manu- 
facture of macaroni, spaghe atl, and similar products. 

2 Includes shipme nts to U.S. Territories of about 4 million bushels. 

3 Carryover of Soft Red W ania r wheat was abnormally low in 1958. The 1943-52 average, before stocks 
accumulated, was 19 million bushels. 


Norte.—Figures by classes in this table are not based on survey or enumeration data and are therefore 
only approximations. . Estimated stecks on farms and in interior mills, elevators, and warehouses by kinds, 
are assumed to be present in about the same proportion as produced; the classes within kinds are estat iished 
on the basis of the quinquennial wheat-variety surveys. Commercial stocks and CCC inventories are 
reported by classes, and merchant mill stocks are broken down largely on the basis of the distribution by 
classes of commercial stocks, after making allowance for quantities going for export. Exports and shipments 
by classes are estimated on the basis of “inspection for export’’ for wheat as grain and on the basis of the 
area from which exports are made for flour. 


Mr. Hermpurcer. What are the classes ? 

Mr. Satrerrrevp. Hard Red Winter, Hard Red Spring, White 
Wheat, Soft Red Winter, and Durum. 

Mr. Hermpvurcer. Let us start with Durum first, that is a specialty 
wheat, grown only in limited areas of the country. 

Mr. SaTrERFIELD. Yes, that is right. 

Mr. Hermpurcer. So we have a surplus of that ? 

Mr. Sarrerrrecp. We have a surplus, almost a full year’s supply, on 
hand. 

Mr. Hermevrcer. Two years ago the law provided additional acres 
for Durum. 

Mr. Sartrerrrevv. As a result of that legislation they built up a 
surplus supply. 

Mr. Hermpurcer. How big is it? 

Mr. Sarrerrietp. We are estimating, as I recall, that on July 1 of 
this year we will have a carryover of about 21 million bushels. 

Mr. Hemevrcer. So, probably, there won’t be any necessity for 
diverting more acres to Durum this year. 

Mr. SatrerFIevp. It all depends of course. 

Mr. Hermpurcer. You don’t need to commit yourself on that. 

Mr. Satrerrievp. All right. 





— 


Sl 
62 

% 
52 
15 


83 


ed 
ite 
ju- 


ore 
is, 
ed 
are 


its 
she 


or 


WHEAT SITUATION IN REVIEW 27 


Mr. Hemesurcer. Let us take another one of the types. How about 
your Hard Red Winter, where is that grown and where does it stand as 
to supply ? 

Mr. Sarrerrim.p. That is grown principally in the Southwest and 
Great Plains area. 

Mr. Hermpurcer. What is it used for ? 

Mr. Satrerriecp. It is used for a bread flour. 

Mr. Hermpurcer. And is it more in surplus or less in surplus than 
other classes of wheat ? 

Mr. Sarrerrrevp. It is more in surplus than any other class. 

Mr. Hermpurcer. More than any other ? 

Mr. SarrerFie.p. Yes. 

Mr. Hermpourcer. And it is grown in the Southwest ¢ 

Mr. SarrerFIeLp. Southwest and the Great Plains. 

Mr. Hermmevurcer. That would be in the main commercial wheat pro- 
ducing areas ¢ 

Mr. SATTERFIELD. Yes. 

Mr. Hermpurcer. Where does the White Wheat come from? 

Mr. Satrerrietp. That is grown principally in the Pacific North- 
west, Washington and Oregon. 

Mr. Hermpurcer. What is it used for? 

Mr. SATTERFIELD. Pastries, principally. 

Mr. Hetseurcer. For cakes? 

Mr. SatrerFieLp. Cakes, yes. 

Mr. Hemevurcer. What is the situation generally with reference 
to the supply ? 

Mr. Sarrerrretp. I would not say that it is in long supply. We 
have an adequate supply. During recent years we have moved sub- 
stantial quantities of White Wheat into export channels. 

Mr. Hermpurcer. So it is not in as serious surplus as the Hard Red 
Winter? 

Mr. Satrerr‘etp. No, it is not. 

Mr. Hermpurger. What kind of wheat generally is grown in the 
Eastern States where we have a large percentage of our 15-acre ex- 
emptions and where we, also, have some noncommercial States ? 

Mr. Sarrerrievp. It is Soft Red Winter. 

Mr. Hermesurcer. What is it used for ? 

Mr. Satrerrte.p. It is used principally for cakes and pastries. It is 
used for producing a family-type flour. 

Mr. Hermpurcer. Sort of general-purpose flour ? 

Mr. Sarrerrrevp. Yes. 

Mr. Hermpurcer. What is its surplus situation ? 

Mr. Sarrerriecp. It is not in surplus supply. We have been 
able to export quite a bit of it during recent years. 

Mr. Hermeurcer. Could you give us a table showing us the Com- 
modity Credit inventories as to the classes of wheat involved ? 

Mr. Sarrerrievp. I am not sure whether we can furnish it by classes. 

Mr. Dyrss. I have it right here. 

Mr. Hermpourcer. I don’t think we need to take time to read it now. 

Mr. Dyess. We have the total for these five or six classes and we 
also have it broken down by areas. We can insert it in the record, 

Mr. Aunert. May we have that supplied for the record ? 

Mr. Dyess. Yes. 

Mr. Areerr. Without objection that will be inserted. 
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(The table is as follows :) 


Wheat: CCC-owned stocks (including stocks sold but not delivered), Dec. 31, 
1958, estimated by classes 


{In thousands of bushels] 


























| Hard Hard Soft White | Mixed |Durum| Red Total 
Area Winter | Spring- | Winter | Durum 
| | | | 
am | @ | @ ® | @o | ® | @ |] @ 
Kansas City............-...- --| 359, 595 | 94 | 871 36 755 |..------ ier. 361, 351 
Pete nccisccccactacccusssc]| Meee | 5, 832 | Oe at ni = 163, 885 
Evanston ....-.-------------| 11,905| 6,973 | 1,307 116 166 }2222222.).2....-} SOs 
Biienesnets ... .. .....55555-5-. | 14,544 | 119, 673 |..-...--.- 1B: 15.06) AD bewcen ces 147, 554 
TI ins ctenteshednine .-| 12, 226 | 179 4 | 17,674| 51 S}......<5] See 
Maritime fleet ?___...........- } 20,970] 20,965 |.-....22. | 48088 iS... choot |-----=-- 52, 155 
RD on ok de 575, 248 | 153,616 | 2, 201 | 28,885 | 2,296 | 13, 293 widest 775, 539 
Balancing. item- to bring | 
amount reported. by elasses | 
in line with amount re- | | 
iN IL. Stu wennl aceawnenteaeneeus ace aa oo | —1,945 
ee ae Miekenig ne Pe nccaceeen seensageh eae sche Scie 
Grand total CCC owned 
er ed eed ncaa lag acuacka ca esenioenusondl isceupa | 773, 504 








! Less than 500 bushels. 
? Breakdown of maritime fleet stocks as to area: 














| | | | | | | 
Hard | Hard Soft White | Mixed |Durum| Red | Total 
Area Winter Spring Winter | Jurum 
(1) a | @ | @ 1 ® | ® | @ | ® 

| | 

| - as - = hm — | 
ee 8 0 ee eee [cura eee 
VOOR iin cante--s TE Sy 7 ees See | kent aac tebe AS SS ateally | 41, 144 
bas Lb dcwelhbash abe Bd dl | 52, 155 


OGL ..: --| 20,279 | 20,865 |..........| 11,011 | 


Mr. Axsert. I would like to have that last statement amplified. 
You say that Soft Red Winter wheat is not in trouble, if I understood 
your answer correctly. 

Mr. Satrerrtep. All classes are in trouble but Soft Red Winter is 
not in as much trouble as some of the other classes. 

Mr. Ausert. That would be an argument against reducing the 15- 
acre provision—against cutting out the 15-acre provision, wouldn’t 
it? 

Is inferior wheat being produced under the 15-acre provision and 
in large quantities? The quality was not as good as the western 
or midwestern wheat, the Plains wheat, was it? 

Mr. SatrerFievp. It all depends on what the wheat is going to be 
used for. Our Soft Red Winter, of course, is a good cake, pastry, 
and cracker flour. We have been able to move a lot of it into export 
and brought the supplies down fairly well. So now we do have a 
sizable surplus. 

I don’t have the figures in front of me. I am just speaking from 
memory as to what the situation looks like from a table that I remem- 
ber looking at last Friday. 

Mr. Dyess. May I expand on that for a moment ? 

The States of Missouri, Illinois, eastern Nebraska, and eastern Kan- 
sas are the areas where there are a lot of the 15-acre exemption farms, 
and where they are producing considerable Hard Red Winter wheat. 


Ee 
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The Soft Red Winter wheat is not predominant until you get over 
into Indiana and Ohio. 

Mr. Axzerrt. I see. 

Mr. Smirn of Kansas. When you talk about the Soft Red Winter 
wheat, isn’t it a fact that most of the large areas down in the South 
use that wheat entirely for biscuit flour? 

Mr. SarrerFrIeLD. That is true. 

Mr. SmirH of Kansas. Isn’t that one of the chief places of market 
for that Soft Red Winter? 

Mr. SATTERFIELD. The domestic market; yes. 

Mr. Hermpurcer. Which of these various types of wheat might 
be emphasized more profitably in a wheat program? 

Mr. SarrerFrevp. I think that would depend upon our export de- 
mand. As you know, we are exporting a lot of wheat under the 480 
program. It will depend upon the demand for the kind of wheat 
that those countries might want. 

Mr. Hermevrcer. Do we have now a significant trend in the kind 
of wheat they do want for export ? 

Mr. Sarrerrrexp. I really don’t know. We have some people here 
this morning from FAS, who might be able to answer that question. 
If you would like, [ will ask them to answer that. 

Mr. Hermevrcer. Unless it is significant to your answer we might 
pass it for the moment. 

From the domestic standpoint though, from the utilization stand- 
point in the domestic market, is there any variety of wheat which 
should be encouraged and others discouraged ? 

Mr. SatrerFieLD. Well, certainly, not encouraged. I believe we will 
get without any encouragement sufficient produced of each class to 
meet our domestic requirements. 

Mr. Hermpurcer. I mean encouragement in a relative sense. 

Mr. Satrerrrevp. It may be true that there are certain classes of 
wheat that should be discouraged more so than others, because we have 
built up such a tremendous surplus of Hard Red Winter and Hard 
Red Spring wheats—that is where our main problem is today. 

Mr. Hetmpurcer. And is this usually what we call a plain commer- 
cial wheat ? 

Mr. Sarrerrievp. Yes. 

Mr. Suorr. Referring to the question, the question suggests some 
type of approach, and there are innumerable different ones—be based 
on our domestic consumption and then you are going to do something 
else with the domestic consumption, and the export. I think this busi- 
ness of what kind of wheat is most readily acceptable to our domestic 
consumption is very, very important in whatever kind of legislation 
the Congress in its wisdom finally sees fit to come up with, because the 
support level usually is linked very definitely with the domestic con- 
sumption approach. 

Mr. Satrerrreip. That is true. 

Mr. Snort. We have consistently heard the implication that a lot 
of the wheat was not particularly desirable as far as our domestic uses 
were concerned. We hear that all of the time up in our part of the 
country, in the northern Great Plains, where we raise Hard Spring 
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wheat. Sometimes when we look at the figures, you wonder just how 
desirable it is. But I think this is a very important part, a very im- 
portant point to have clearly before the committee in consideration of 
the legislation that we come up with. It deals with any program 
that would confine itself to domestic consumption. 

Mr. Arzert. Is there anything you would like to put in the record 
along that line? 

Mr. Snort. I think almost exactly what has been asked. 

Mr. Atsert. With respect to the variety ? 

Mr. Hermecrcer. If you can put in, also, the current price differ- 
ential between these different classes—could you do so? 

Mr. SarrerFreip. We will try. 

(The information is as follows :) 


Wheat supply and distribution, United States, 1953-58 and 1959 projected 


{In millions of bushels] 





Year beginning July 


















































Item eta men ato tsar pennants peony vsn-seseghiasamasdnosinateagnincmiaa aes al 
j | 
1953 | 1954 1955 | 1956 1957! | 195812 | 19593 
ae ee cmt ieeg eh cthecin i as ccong calle Alicia ba tl ng biases eae 
| | i | 
Supply: | 
Carryover on July 1_....-- 605. 5 933.5 | 1,036.2| 1,033.4 908. 8 880. 6 1, 283 
RNR Se acoso 983.9} 934.7] 1,004.3 950.7 | 1, 462.2 1, 210 
IIIT hoc ced ones 5.5 4.2 | ¢.9 7.8 | 11.1 9.0 8 
Total......- eee 1,784.1 | 1,921.6] 1,980.8 2,045.5] 1,870.6| 2,351. 8 2, 501 
Domestic disappearance: + 
Ree M ero cs 487.1 485.9 481.5 482. 4 484.0 493. 0 500 
NN sana 69. 5 64.8 67.7 57.7 63.6 66.0 66 
eile iaiciverinlpteere .2 2 = 5 oe Véeibies fe Pikeedeuds og 
SE TEES 76.8 60.1 51.2 46.5 39.6 60.0 60 
Se 633.6} 611.0] 601.1] 587.1] 587.5] 619.0. 626 
Exports ?............--.--------- 217.0| 2744| 8463/ 549.6) 4025) 450.0] 400 
Total disappearance... .- 850. 6 885. 4 947.4] 1,136.7 990.0 | 1,069.0 1, 026 
Stocks on June 30.......-....... 933. 5 1, 036. 2 1, 033. 4 908. 8 880. 6 1, 283. 0 1, 475 





1 Preliniinary. 
# Imp?rts and distribution are estimated. 

8 Projected. See t»xt p. 15 concerning basis for production estimate. 

4 Excludes imp?rts of wheat for milling in bond and export as flour. 

§ Includes shipm ‘nts t» U.S. Territories and military food use at home and abroad. 

6 This is the resi lual figure, after all other ee is accounted for. 

? Actualexports. Prior to October 1954 they included those for civilian feeding under the military supply 


program. 
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Mr. Apert. I am going to leave. I will turn the meeting over to 
Mr. Jones. ‘ 

I would like to announce that tomorrow we will take up the sub- 
ject of feed grains and the competitive situation between the feed 
grains and possibilities of future outlooks in this direction. We 
appreciate your presence here today. 

Mr. Sarrerrrecp. Dr. Reitz mentioned a minute ago something 
about the impact of summer fallow on yields. I have a table here— 
well, there are in fact, two tables—— 

Mr. Auzert. We want those. 

Mr. Satrerrretp. That I might present for the record showing 
what has happened acreagewise during the past 10 years on summer 
fallow and irrigated wheat. 

Mr. Auzert. Without objection they will be inserted in the record. 

(The tables are as follows:) 


Wheat: Total seeded acreage and acreage seeded on summer fallow and 
irrigated land, United States, 1948 through 1957 





Wheat seeded on summer 


Wheat seeded on irrigated 
fallow land land 


Total acres 





| | 
Year | seeded to | = 
wheat | 
Acreage Percent of Acreage | Percent of 
total } total 
scniattecttealiccaslsillctiaht td Acces le a lial eae ee ee 

| 78,345,000 | 18, 552, 820 17.3 1, 281, 190 1.6 

83, 905, 000 | 19, 503, 150 23.2 1, 170, 800 1.4 

71, 287, 000 18, 901, 985 26. 5 1, 148, 475 1.6 

78, 524, 000 23, 235, 250 29. 6 1, 259, 650 1.6 

78, 645, 000 23, 163, 095 29.5 1, 085, 395 1.4 

78, 931, 000 25, 447, 410 32. 2 1, 166, 050 1.5 

62, 539. 000 23, 135, 350 37.0 1, 139, 670 1.8 

§8, 241, 000 22, 012, 630 37.8 1, 150, 960 2.0 

60, 658, 000 24, 485, 270 40.4 1, 319, 820 2.2 

49, 919, 000 19, 383, 290 38.8 1, 498, 990 3.0 








Wheat: Total seeded acreage and acreage seeded on summer fallow and 
irrigated land in 15 Western States, 1948 through 1957 


| Wheat seeded on summer | Wheat seeded on irrigated 
Total acres fallow land land 


Year | panded ttt i be Soe ts, 
wheat 
Acreage Percent of Acreage Percent of 
total total 

SI i scat pdcten aatihsectd aieccasdaneeainanen 63, 462, 000 13, 552, 820 | 21.4 1, 281, 190 2.0 
PA Ad owsin ud Fins sa thbadban duc 68, 915, 000 19, 503, 150 28.3 1, 170, 1,7 
itt es ies ern narnia aati 58, 124, 000 18, 901, 985 32. 5 1, 148, 475 2.0 
iat ccdccibdesnbipetitucacews 65, 045, 000 23, 235, 250 35.7 1, 259, 650 1.9 
SIDA shina dechacilytvgmcaesdgaiiintnagirodicl 59, 014, 000 23, 163, 095 39. 2 1, 085, 395 1.8 
ee ee eee , 079, 25, 447, 410 39.7 1, 166, 050 1.8 
DUGCh Jcchbikbindndsdténebatoucoks 51, 065, 000 23, 135, 350 45.3 1, 139, 670 2.2 
Nill icnsaisihdniniinindeieteintheanecnatneaiaied 47, 269, 000 22, 012, 630 46. 6 1, 150, 960 2.4 
a ee me a 49, 067, 000 24, 485, 270 49.9 1, 319, 820 2.7 
i kina bvassialaiiidea nqeencenent! Ser een 19, 383, 290 | 50.9 1, 498, 990 3.9 

| 





Mr. Jonss (presiding). Mr. Breeding. 


Mr. Breepinea. I would like to get to the varieties of wheat. Hard 
Winter wheat makes just as good a biscuit, just as good a pancake as 
oe other wheat. 

erhaps, the reason that it is not used in some areas is because it 
is more distant to the market. Certainly, it is high in protein and 
it is very essential in our food today. 
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I did want to point out for the record, Hard Winter wheat in the 
area that I come from is used for biscuits and cakes and whatever 
you have. 

Recently we had a group of people from Italy who were in- 
terested in macaroni. They came to Hutchinson, Kans., and there they 
put on a test from the harvest to the bakery to prove whether this 
wheat would be qualified for macaroni. They said after the test that 
it was just as good for macaroni as any they had used, and perhaps 
better. I wanted that in the record. 

Mr. Smiru of Kansas. The test of any product is what the consumer 
thinks about it. 

Mr. Sarrerrietp. Yes. 

Mr. Smiru of Kansas. Tf you tried to sell Hard Winter wheat to 
make biscuits down in the Southwest, you wouldn’t sell it. Wheat 
processing is a complicated matter. I happen to know one big miller 
in Kansas who had to take back two or three carloads of flour be- 
cause it threw the whole bakery out of process. You have got to 
make that product so it can be used in the process of making bread. 
It comes out in a bad loaf of bread otherwise. Some place along 
the line they had to wait half an hour to stop all of the machinery. 
That is what is going on today in the big chain bakeries. You have 
to get the kind of mix. 

I mentioned weather a while ago. The 30 days before wheat 
matures is a very important matter so far as what that wheat can be 
used for. They would go up in the northwest corner of Nebraska 
in years gone by and buy the wheat at a premium of 30 to 40 cents 
a bushel in order to get the right protein into the wheat. So weather 
is one of the important things. 

In this matter the production of bread is something else. When 
talk about varieties of wheat, you have got a lot of factors that enter 
into that. What is a good variety of wheat that will make good 
bread cannot be used for something else. 

Mr. Sarrerrtetp. I know nothing about the baking industry as a 
technician, although I have heard some of the bakery people talk 
about it. Bakeries have an established formula by which they pre- 
pare their bread. Not all classes of wheat can be utilized in the same 
formula. They would have to use a different formula for each class 
of wheat used. 

I think so far as biscuit flour is concerned, it would depend upon 
what the consumer was accustomed to using. The housewife in the 
South, particularly in the Southeast pezi of the country, was brought 
up to know how to make biscuits with flour made from Soft Red Win- 
ter wheat. If they were asked to make them with flour from Hard 
Red Winter wheat they would say they could not do it. 

I believe if the proper formula was used they could make just as 
good biscuits with flour from Hard Winter wheat as with flour from 
Soft Red Winter. 

Mr. Jonrs. We want to close before 12 o’clock if we can. 

Mr. Hermevurcer. There is another area I would like to open un. 
Several of the bills which I have seen and I am not referring to any 
one, because I haven’t a chance to study them, but several of the bills 
as to the new wheat program have placed it on a bushelage basis in- 
stead of an acreage basis. You have given some thought to it, I am 
sure, in discussion down there in the Department. 
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Will you tell us what might be advantageous and what do you see 
might be disadvantageous in going from an acreage to a bushelage 
program ? ; ‘ . 

r. Sarrerrrevp. I think that in my discussion here I pointed out 
some of the fallacies of the acreage allotment approach. For instance, 
in determining the farm marketing excess, you would either have to 
put it on the basis of the actual production of the excess acreage or go 
to a bushelage quota if you really want to make the program effective. 

We in the Grain Division have discussed it among ourselves and feel 
that probably the bushelage quota approach would have some 
advantages. . 

Questions arise, though, concerning the administration of the pro- 
gram, problems we would likely encounter. If you attempt to plan 
the burden of compliance on the producer under a bushelage quota 
program we will have a whale of a policing job to do. 

The only simple way of doing it, of course, would be to put the 
burden of compliance upon the buyer of wheat which would enter into 
commercial trade channels. That, however, would be like crating 
another group of tax collectors. 

Mr. Hermevurcer. That is the way the tobacco program is taken care 
of. 

Mr. Satrerrretp. Yes. 

Mr. Hermpurcer. He pays the penalty if he buys tobacco that is not 
covered by market quotas. 

Mr. Sarrerrtevp. | know we would likely encounter some opposi- 
tion from the trade if we attempted to go into that direction, but yet 
I can see that if we attempted to put the burden of compliance on the 
producer we will have one endless task of trying to check the 
compliance. 

Mr. Hermeurerr. You would issue market cards. Those market 
cards would have a bushelage price written on them. 

Mr. SATTerFIeLD. Yes. 

Mr. Hermpurcer. And then each time the farmer marketed wheat 
that would have to be indicated on the card, would it not? 

Mr. Sarrerrretp. | presume that is correct. Thetis the way I have 
thought of it. 

Mr. Hermpurcer. On all of these, you feel that the advantages of 
the bushelage as compared to the acreage system outweigh the admin- 
istrative difficulties, if you would go to that basis? 

Mr. Sarrerrretp. From the standpoint of effectiveness, I think so. 
I think it has certain advantages. 

Mr. Hermevurcrr. Of course, it would discount immediately the in- 
crease in trend and acreage production, which we never catch up with 
because we always base our estimates on the past year’s performance, 
and so forth. 

Mr. Chairman, I have no further questions on that. 

Mr. Betcuer. I have just one. I have been wondering how the 
farmer would be situated if he is given a quota of 2,000 bushels and 
he raises 3,000 bushels and does that in good faith. He is given now 
so many acres and he knows exactly whether he is in compliance 
or out of compliance. If he is given a 2,000-bushel quota, he has to 
know how many acres to plant to get exactly the 2,000 bushel 

. Mr. Sarrerrietp. Unless he can predict the weather, he wi': not 
now. 
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Mr. Betcuer. If he raises 3,000 bushels, what is the provision about 
that? Would he have to decrease the market next year? 

Mr. Sarrerrrecp. He would have to reduce his production in suc- 
ceeding years by an amount sufficient to permit him to market the ex- 
cess within his quota or sell it for feed. 

Mr. Betcuer. Then supposing he guessed he was a thousand bushels 
short, didn’t plant enough, had a bad drought and only raised a thou- 
sand bushels, that is all he would have. So from the farmer stand- 
point he always wants to plant enough wheat. 

Mr. Satrerrrevp. I think that is true. 

Mr. Betcuer. Wouldn’t that increase the carryover ? 

Mr. Satrerrrevp. Yes, up to a certain point. He would not always 
do that. In other words, if he had an excess this year, and had carried 
over an excess from the previous year, I believe that he would take a 
chance on underplanting in order to move his excess into commercial 
market channels. 

Mr. Beicuer. He would have to do that, he would have to take a 
chance on underplanting, but still if you get a smart farmer he will 
always make sure he has enough wheat to sell. 

Mr. Satrerrievp. I believe that is true. 

Mr. Betcuer. So, therefore, you will have a lot of wheat laying 
around on these farms ready to be fed into the market—if he is a 
smart farmer—and farmers get smarter every day. 

Mr. Satrerrrecp. Well, I sometimes wonder if it would not be bet- 
ter for the farmer to have the wheat to feed into the market than to 
have the Government have it to feed into the market. 


Mr. Betcuer. That is possibly true. In other words, I am asking 


for information. I have never understood just exactly how the 
farmer will get the right number of bushels. He has to plant enough 
to produce that many and if he does he will overproduce, he will have 
a lot of excess. 

Mr. Satrerrtevp. I think that is the risk he will have to take if 
wheat quotas are put on a bushelage basis. 

Mr. Beccuer. That is all. 

Mr. Jones. One more question and we will close. 

Mr. Hermpurecer. One more question? Did the Korean war have 
a noticeable effect on the expansion of production ? 

Mr. Satrerrretp. That would be back in 1951, 1952, and 1953. Yes, 
it did. 

Mr. Hermpurerr. It did? 

Mr. SATrerFreLp. Yes. 

Mr. Jonzs. I think due to the fact that it is 12 o’clock this commit- 
tee will stand in recess until 10 o’clock in the morning. 

(Whereupon, at 12 o’clock noon, the subcommittee recessed, to 
reconvene at 10 a.m., Wednesday, February 25, 1959.) 
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WHEAT SITUATION IN REVIEW 


WEDNESDAY, FEBRUARY 25, 1959 


Hovss or REPRESENTATIVES, 
Commopity SUBCOMMITTEE ON WHEAT 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:40 a.m., in roona 
1310, New House Office Building, Hon. Carl Albert (chairman of the 
subcommittee) presiding. 

Present: Representatives Albert, Jones, Breeding, Belcher, Smith 
of Kansas, Short, and Latta. 

Also present: Representatives Poage, Hagen, Johnson, Stubble- 
field, Hoeven, and Mrs. May. 

John J. Heimburger, counsel; Hyde Murray, assistant clerk. 

an Apert (presiding). The subcommittee will please come to 
order. 

Unfortunately, we got a late start this morning because the full 
committee was in executive session and did not get through in time. 

We are continuing our survey of the wheat situation this morning 
and will continue to hear departmental witnesses. 

This morning, I think Mr. Satterfield is not here and Mr. Dyess 
will proceed. We will appreciate your coming forward and calling 
upon such departmental witnesses as you desire to present and to 
give us a general statement of the area which these witnesses who are 
here today are prepared to discuss. 

Could you begin by doing that, and then call on the various 
witnesses ¢ 


STATEMENT OF JAMES B. DYESS, WHEAT SPECIALIST, GRAIN 
DIVISION, COMMODITY STABILIZATION SERVICE; ACCOMPANIED 
BY ROBERT POST, AGRICULTURAL ECONOMIST, AGRICULTURAL 
MARKETING SERVICE; AND ROLAND 0. STELZER, AGRICULTURAL 
ECONOMIST, PRICE DIVISION, COMMODITY STABILIZATION SERV- 
ICE, U.S. DEPARTMENT OF AGRICULTURE 


Mr. Dyess. I would like to have Mr. Post and Mr. Stelzer come up. 
On my right is Mr. Roland O. Stelzer, agricultural economist wit. 
the Price Division of the Commodity Stabilization Service, and on my 
left is Mr. Robert Post, agricultural economist with the Agricultural 
Marketing Service. 

As I understood it, the committee wanted to continue a discussion 
of the utilization of wheat by classes and the use of wheat as a feed 
grain and its competitive position with the other feed grains. 
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There are, also, in the room representatives of the Agricultura] 
Marketing Service, Soil Conservation Service, the Soil Bank Con- 
servation Reserve, and the Crop Reporting Board who will be avail- 
able for questioning in case anything comes up in their fields. 

I don’t believe we have any prepared statement this morning. Mr. 
Post is prepared to discuss the question of supply and distribution by 
classes which came up yesterday. I believe he has all of the infor- 
mation available on that. So with that I will turn it over to him. 

Mr. Arsert. Can you give us that at this time, Mr. Post? 

Mr. Posr. I am handing out material I used at the International 
Wheat Surplus Utilization Conference last July at Brookings, S. Dak., 
which contains on the top of page 4 a map showing wheat acreage by 
regions, 

(The charts are as follows:) 


WHEAT ACREAGE BY REGIONS, 1954 


Each dot 
represents 


10,000 acres 


1. White wheat 

2. Hard red spring 
3. Hard red winter 
4. Soft red winter 


MEG. 36 -56(1) AGRICULTURAL MARKETING SERVICE 





U. S&S DEPARTMENT OF AGRICULTURE 
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CARRYOVER OF WHEAT BY CLASSES 
MIL. BU.” 
w= Hard red winter 


800 Pana =< Hard red spring .- 


eee White 
o-o—0 Soft red winter 
xX Durum 





Tees 


4 er 
1946 1950 


CARRYOVER ON JULY 1 1959 PROJECTED 


U. $. DEPARTMENT OF AGRICULTURE NEG. 3438-59 (2) AGRICULTURAL MARKETING SERVICE 


Mr. Atserr. Do you mean page 4? 

Mr. Posr. Page 4. There is a map at the top of the page which is a 
good introduction to this general subject of supply and distribution by 
classes. It shows the main areas of production. It will be recognized 
that you will have overlapping of these lines. 

Area 3 is the Hard Red Winter Wheat area w hich is the type of 
wheat that we have the largest. supplies of. Area 2 is the Hard Red 
Spring area. We have comfortable supplies of Hard Red Spring 
Wheat but nothing that is burdensome. Those two types of wheat, 
Hard Red Winter and Hard Red Spring, are high in protein and are 
especially suited to the making of bread flour. 

Soft Red Winter W heat is grown in area 4, and Soft White Wheat 
in the Pacific Northwest, in area 1. These two, the Soft Red and the 
Soft White Wheats, are low in protein and are especially suitable for 
the making of cakes, pastry, biscuits, and crackers. White Wheat is 
also grown in Michigan and New York. These two soft wheats are 
generally interchangeable just the same as the two hard winter wheats 
are interchangeable. 

Durum is also produced in area 2. This is used in the making of 
macaroui, spaghetti, and related products. 

Mr. Avsert. Without objection, this chart will be inserted in the 
record immediately prior to your discussion. And I would like to 
know whether it would be all right, instead of doing that, we insert 
the entire statement. 

Mr. Post. I would say just the chart, because the data—— 

Mr. Asert. Just the chart? 

Mr. Post. Is brought up to date in the “Wheat Situation.” 
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Mr. Suort. You could clarify this picture a little bit more if the 
acreages were designated. Are they attached to these? 

Mr. Avsert. They are. 

Mr. Posr. I will be glad to supply 2 tables. One of these tables 
will show seeded acreage in the various wheat growing regions, 1919- 
58. The other table to which I refer will be in the “Wheat Situation” 
for release February 27. It will cover the period 1935 to date, show- 
ing acreage, yield, and production of all wheat, winter wheat, all 
spring wheat, Durum and other spring wheat. 

Mr. Arsert. Is that the table that we already have in the record? 

Mr. Post. No, copies of this “Wheat Situation,” will be available 
tomorrow morning and I will bring some with me. 

Mr. Arsert. Without objection we will insert in the record at this 
point various relevant tables contained in the “Wheat Situation.” 

(A copy of the “Wheat Situation” has been submitted and is in the 
committee files. ) 

(The tables referred to above are as follows :) 


Seeded acreage in specified wheat growing regions, United States, 1919-58 


{In thousands of acres] 





























Region 
Year | 
Hard Red Hard Red Soft Red Pacific 
Winter ! Spring and Winter 8 Northwest 4 
Durum ? 
m be i 
Sevens 1D-6B ats c cocnic cca win sei ccvocescans 27, 636 20, 416 10, 568 5, 202 
cousin pecishegaeiae 2A, 727 21, 706 20, 660 4, 774 
ree See a Re 22. 066 | 19, 905 17, 106 4, 817 
a ee oS errs 23, 830 20, 526 15, 481 4, 288 
eo nines 25, 478 18, 065 15, 404 4, 268 
ie le tice Dicinnivditthedivannme ten sale 23, 910 17, 533 15, 439 3, 974 
ETE A eee ee ee ee ee 20, 177 16, 006 12, 414 3, 958 
ie ipaige e sin oeee See Se Seat ay 22, 893 18, 295 11, 945 5, 436 
SPACE OES $1082 3 sire in ai 23, 935 18, 056 11, 264 4, 256 
26, 537 | 19, 487 11, 681 4, 612 
27, 204 | 21, 130 14, 498 4, 699 
27, 234 | 20, 687 | 10, 623 5, 186 
; 28, 327 19, 959 10, 609 5, 361 
atl 28, 434 19, 116 10, 787 4, 662 
om 27, 109 20, 783 10, 065 4. 853 
ia 27, 078 21, 535 10, 755 5, 946 
26, 615 17, 718 11, 745 4, 293 
28, 145 20, 605 12, 608 4, 365 
29, 931 | 21, 806 13, 042 5,117 
34, 933 20, 086 15, 733 5, 349 
35, 356 20, 904 13, 620 4, 805 
28, 028 15, 929 11, 392 3, 941 
26, 112 | 17, 248 10, 658 4,171 
7, 508 | 16, 762 | 10, 736 4, 129 
; 23, 280 | 14, 737 | 8, 339 3, 502 
23, 525 | 17, 083 8, 238 4, 205 
28, 961 | 19, 193 9, 978 4, 602 
31, 952 18, 616 10, 294 4, 793 
33, 837 20, 037 9, 034 5, 143 
37, 553 20, 648 10, 289 5, 373 
vlna 36, 509 20, 244 11, 156 5, 582 
te oat a saul cae eecuCn ee hat 39, 385 | 22, 693 11, 165 5, 950 
RR is Te iin carne aneeeabenapiirel 32, 890 18, 967 9, 964 5, 168 
ee eed hes Reena ee cera at oo 35, 713 | 22, 148 10, 097 | 5, 998 
ee ee eh tenon 35, 504 22, 155 10, 178 6, O81 
ee ccahnnieem eae 35, 147 | 21, 569 | 11, 135 6, 224 
ee 28, 826 16, 702 | 8, 813 4, 546 
ees. 402 er tds tt eek: 26, 780 | 15,311 | 8, 455 4, 219 
cues 26, 617 | 16, 800 | 8, 741 4, 812 
eel 19, 982 | 13, 660 | 8, 789 3, 973 
RI, eter oe See Es oe eh 25, 972 | 14, 215 8, 353 4, 259 





1 Kansas, Oklahoma, Texas, Nebraska, and Colorado. 

2 North Dakota, Montana, South Dakota, and Minnesota. 

3 Ohio, Missouri, Indiana, Illinois, Pennsylvania, North Carolina, Virginia, Kentucky, Tennessee, 
Maryland, South Carolina, Georgia, and West Virginia. 

4 Washington, Oregon, and Idaho. 

§ Preliminary. 
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All wheat and winter wheat: Acreage, yield, and production, United States, 
1935-59 





All wheat Winter wheat 





Year of harvest | 
Seeded | Yield per 





1 Preliminary. 
8 Dec. 1 estimate. 








Seeded Seeded | Seeded | Yield per 
acreage | but not | seeded | Production| acreage | but not | seeded | Production 
harvested acre harvested acre 
1,000 1,000 1,000 1,000 1,000 
acres Bushels bushels acres acres Bushels bushels 

18, 306 9.0 628, 227 47, 436 13, 834 9.9 469, 412 
24, 845 8.5 629, 880 49, 986 12, 042 10.5 523, 603 
16, 645 10.8 873, 914 57, 845 10,770 11.9 688, 574 
9, 784 11.6 919, 913 56, 464 6, 897 12.1 685, 178 
10, 133 11.8 741,210 | 46,154 8, 473 12.3 565, 672 
8, 547 13.2 814, 646 43, 536 7, 441 13.6 592, 809 
6, 772 15.0 941, 970 46, 045 6, 267 14.6 673, 727 
3, 227 18.3 969, 381 38, 855 2, 835 18,1 702, 159 
4, 629 15.1 843, 813 38, 515 3, 952 14.0 537, 476 
6, 441 16.0 1, 060, 111 46, 821 5, 696 16.1 751, 901 
4, 025 16.0 1, 107, 623 50, 463 3, 439 16. 2 816, 989 
4, 473 16. 1 1, 152, 118 52, 227 3, 856 16.7 869, 592 
3, 795 17.4 1,358,911 58, 248 3, 313 18, 2 1, 058, 976 
5, 927 16.5 | 1,294,911 58, 332 5, 369 17.0 990, 141 
7,995 13.1 1, 098, 415 61, 177 6, 763 14.0 858, 127 
9, 677 14.3 | 1,019,344 52, 399 9, 146 14.1 740, 637 

16, 651 12.6 988, 161 56, 145 16, 052 11,6 650, 
7, 515 16. 6 1, 306, 440 56, 997 6, 102 18.7 1, 065, 220 
11, 091 14.9 1, 173, 071 57, 087 10, 154 15. 5 885, 032 
8, 183 15.7 983, 900 46, 617 7, 399 17.2 801, 369 
10, 956 16.0 934, 731 44, 290 10, 590 15.9 704, 793 
10, 874 16. 6 1, 004, 272 44, 427 8, 873 16.7 740, 928 
6, 046 19.1 950, 662 37, 423 5, 708 19.0 710, 776 
2, 854 25.9 1, 462, 218 44, 088 2, 549 26. 8 1, 179, 924 
tal er bg salen anne milditn dial bwihinotnee ti ; sieeompads 21.2 957, 369 
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Wheat and flour: U.S. exports and country of destination, July-December 1957 
and July-December 1958 


——— 


Destination 





—_—— 


Western Hemisphere: 


[In thousands of bushels] 


British West Indies..............-.--- 


Oentrel Agerion.......c.-.cecnsecss 


Cuba. 
Brazil_-_-- 
Chile-_. 


Colombia... -.---.- 


UT co nden 

Venezuela 

Others... 
TUM conde 


Europe: 


Belgium-Luxembourg-. 


Denmark 


Germany, West. ---. 


Netherlands. - 
Norway - - 
Poland 
Sweden 


United Kingdom... 


Yugoslavia... 
Others... 


Total... 


Asia: 
India... 
Ee 
gapen....... 
Korea. 
Lebanon... 
Pakistan___- 


Philippine Republic. -. 
Taiwan (Formosa)... 


Turkey 
Others. 


Total. sath 
Africa 
Oceania. 


Unspecified 3. 


World total 





..| 48,570 


W ireat 


1 
716 
2,019 


1, 968 
1,915 
| 628 


1, 326 
1, 098 
11, 409 
2, 071 


16, 924 
765 


| 10,148 


3, 238 





47, 497 | 


4, 636 


-.| 24,548 


3, 383 
2, 001 


| 2,691. 
1, 957 


1) eae 


87, 848 
1, 364 
286 


1 Wholly of U.S. wheat (in grain equivalent). 
2 Less than 500 bushels. 
§ Includes shipments for relief or charity which are not shown by destination. 


Source: Bureau of the Census. 


87304—59. 


-pt.1 


—" 


8, 938 | 
2, 509 | 


312 | 


~| 
| 19, 006 


1, 596 | 


July-December 1957 


Flour | 


31 
1, 907 
424 





"39 
490 | 
24 | 
637 


3, 570 





| 
| 
| 
j 
| 


_ 
s_ 





572 | 


8, 


| 8, 156 | 


av 
7, 950 | 


- | 


Total 





1, 784 | 
2, 267 
4, 243 
9,945 
2, 041 
2, 864 | 
2, 093 
3, 499 | 
3, 791 
32, 527 





1, 335 
1, 107 
11, 440 
3, 978 

424 
16, 924 | 

804 | 
10, 633 
1, 620 | 
3, 875 


52, 140 


47,514 | 
4, 643 
25, 629 
3, 967 
131 
2, 001 
4, 591 
2, 696 
1, 957 
3, 291 
ee eee 
96, 420 
4, 520 | 
25 


8,236 | 








July-December 1958 


Wheat 





13 

740 

2, 396 
16, 270 








480 
165, 415 














Flour ! Total 
1, 486 1, 499 
2, 121 2, 861 
1,291 3, 687 
ea 16, 270 
19 19 
110 1, 224 
415 3, 222 
1, 652 2, 897 
1, 669 2, 5387 
8, 763 34, 216 
12 2, 576 
saat tar ¥ 674 
9 11, 674 
2,014 6, 341 
382 1, 544 
1 ig 3 9, 131 
14 1, 894 
2, 137 14, 605 
shes bathe hn 7, 277 
775 3, 088 
5, 343 58, 894 
21 53, 221 
4 3, 105 
815 14, 385 
449 6, 020 
1, 182 2, 370 
154 3, 426 
5, 903 6, 293 
Rdenaitanie 3, 315 
bina 1, 003 
3, 935 4,143 
12, 463 97, 281 
2, 998 4,111 
15 15 
9, 275 9, 755 
38,857 |- 204,272 
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48 WHEAT SITUATION IN 


REVIEW 


Wheat: Production, exports (including flour in wheat equivalent) and per: 
centage exports are of production, Pacific Northwest and United States, 























1930-57 
| 
Pacific Northwest United States 
' 

Year beginning July— Exports of Percentage | Exports of | Percentage 
Produc- | wheat and | exports are Produc- | wheat and | exports are 

tion ! flour? | of produc- | tion flour | of produe- 

| tion | tion 
-_ —— — — —- — | ——— — — ee ——e — 

Mil. bu. | Mil. bu. Percent Mil. bu Mil. bu. Percent 
iene camedinas 72.7 | 32.6 | 44.8 112.0 | 12.6 
1931 Ds as Ta hiscesgrtedaas 67.3 35.9 53.3 | 123. 2 | 13.1 
BIB enim eenetn-nnnesesenesnnn 72.9 | 8.1 1.1 2.1 4.2 
Cia acti eseiesaias wlicawebaninbagesa | 67.9 22.8 33.6 | 26. 2 4:7 
ES 57.3 7.2 | 12.6 | 10.7 2.0 
1935  eiidas eb seinednm eed } 68. 1 1.8 | 2.6 | 4.4 oa 
1936 i ae i alleen literal | 75, 7} 6.1 | 8.1 | 9.5 1.5 
ited an ae et tsenecdicristiprinn ee 79.3 | 22.7 28. 6 100. 3 | 11.5 
De Seb cinhaethbeeieennamsin 87.4 | 43. 6 49.9 106.9 | 11.6 
ere ee 68.5 | 22.7 33. 1 45.2 6.1 
i 69.7 22.6 | 32.4 33.8 4.1 
ME Sse Hahcninec cuihicewinte 93. 1 7.0 7.5 | 27.9 3.0 
Es thitlodiank-weticeathatetngenet 82. 2 6.5 7.9 | 27.8 2.9 
RK 22h oss wixiaulieuatioewn ne grainins | 78.9 | 5.5 | 7.0 42. 6 5.0 
IN pest nc ipianiiata eB anitbieiiotnns cele 95.8 5.7 5.9 1, 144.4 13.6 
DE Se se a a E 93.5 | 43.6 46.6 1, 390. 6 35.3 
See 114.0 | 54. 6 47.9 | 1, 397.4 34.5 
Dl itcerghitlonpecknkecesees -| 97.4 | 49.7 51.0 | : 485.9 | 35,8 
naa nbtieacadan 116.0 | 73. 6 63.4| 1, 504.0 | 38.9 
pe... ie 94.0 67.5 7LOt- 1, 299. 1 | 27.2 
a Aen 102.7 | 83.9 81.7 | 1, 366.1 | 35.9 
| iS Sa ees 116.1 | 126.1 | 108. 6 | 75.3 | 48.1 
SR css di eh athn sth oaeme 125.5 90.3 | 72.0 | 1, 317.8 | 24:3 
ST cients otceletinthileeteiobesct naeal 132. 0 66.4 50.3 a 217.0 18.5 
ne els oe cae 109. 7 55.9 51.0 | 274. 4 | 27.9 
at 88.2 | 75.4 | 85.5 | 346.3 | 37.0 
ah i a Sa eae 95.0 204. 5 215.3 l, 549. 6 | 54.7 
A ES a a 108.6 | 130.9 120. 5 402. 5 | 42:3 











1 Production in Washington, Oregon, and northern Idaho. 
2 Exports from Oregon and Washington customs districts. 
3 Preliminary. 


Source: Oregon Wheat Commission, Washington State Department of Agriculture; Bureau of the Census. 
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52 WHEAT SITUATION IN REVIEW 


Wheat: CCC sales or other disposition, July-December, 1958 


[In thousands of bushels] 

















Item Disposition 
Domestic: 
Dipole bidbtdacpennnband thadcmmiibhiguenttdse Wohin tinisesminanichhsteeaashiaaian 17, 494 
Neen cea seals euusiannmuinn eae anne 7, 980 
I each eaten cerns & inion woes pega ecko o'g le apenas ttlonalaig cicero adie ibetiliabe 25, 474 
Exports 
h(i Dr iih ti Ol ietian wtinncunneeanagapebewtah cal gas aseabesecnseatalaswebadanete 2, 081 
ie os cee a ns ia Oona nnd anaeatninigeaadienignenkaieuntaeaawe ave 22, 092 
i dnd bionieelosleh need aaaeaieiemain chapel 7, 406 
tae a atinnhiaakibubisewartcesensGniuebuee peekitica naa 3, 213 
EE eR edt wc chokes annelnainphoktinds pdb ctiteiniatnt eR aiatpude belo bapees 34, 792 
I ee ected 60, 286 


Source: Commodity Credit Corporation. 


Wheat: Inspections for overseas exports, by classes and coastal areas, July- 
January 1957-58 and 1958-59 


{In thousands of bushels] 


July-January 






































Class 
Atlantic Gulf Pacific Total 

1957-58 
Co eee ae Pe) 14. 732 | 1, 208 672 | 16, 612 
aa 6, 262 49, 949 12, 927 69, 138 
Siar 7, 924 San |....i.. ae 11, 131 
I ee eet 69, 003 78, 468 
ee ONS ce en 11, 439 Et chosoansat 11, 280 
- (a 
OO ai a le 39, 822 64, 205 82, 602 | 186, 629 

1958-59 
ees = 
HardjRed Spring---...- alan tans ube i aacie to: 11, 385 | 4, 730 19 16, 134 
Hard Red Winter......__- sichasbandastisiimetetinicanlbcniineiiae 7, 548 | 78, 135 | 8, 667 2 94, 385 
NN a cee 21, 518 | Oct cit ientaes 26, 511 
a” a eS 13, 510 | 18 45, 004 58, 532 
RE NE A nec ccnunctenaeaapubansmniaen 229 | SF Ricsaaakiaiiiletined 1, 116 
a 54, 190 | 88, 763 53, 690 2 196, 678 


1 Inc!udes 172,062 bushels of Amber Durum wheat shipped to Europe. 
2 Includes 35,000 bushels shipped to Canada for transshipment to Europe, 


Note.—Based on weekly reports of inspections for export by licensed grain inspectors and does not include 
shipments to Canada or Mexico. 





, 612 
, 138 
, 131 
, 280 
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134 
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WHEAT SITUATION IN REVIEW 53 


Wheat, 1958 crop: Quantity put under support in 40 States, through Jan. $1, 


1959 * 
[Bushels] 





State 


RS in tes dm eiipaeeaheuiieraaain eee 
UID cs chs: caschinnsjnin gpeclbcpihta ied can eae a teaches pina 
Arkansas.. 
California... 
Con. aan tanita sibighisi canta disionaae wumiliine Minn 

IT. c ipiimcandededentedidine Ubetilaxwaneneiie 
IL. CuckpatitnanonscnapCbwbhdiieahtieeuiatan 
IR ie atin ashe iioa bile incenadiaanaé cana ieee 
I tb nncitndmtaginnt salenetidow ans aaah cts 
IR nas cal iasice wintints Weheintn ce alndiaie eipliaeiaaeiaaaee 
cichihs ieiminglchdualiied tein cetpiainiegetts ee aaa 
thc cnddcccbaddbunecnsathagigamdameemeban 
SONI 0. a ccaih ale OacswwdamitinnntinndadiadGis 
PE incunds cnseecuntnatibellas ante kelinmarne 
I il a a lite eee aT 
Minnesota 








NN nn wap estuncns ate ; 
TE cin: sisi escihies inqunigginicueig aieebbatean ton read teeeaed 
TD ads hacactinennndsoeucdenuinddemuiiman ies 
Eee re cen nba Alaina ies 
Sn, cindaibinectingdhWmiaihatneiaa awed erie 
SET SRY « 2nucdencacchneatnnesgapasabainades 
ST MEIN. cnn ccnared wp ne weptinniniteningind alddemmltina 
I eS 
BN CRS 4 aadimntinegadmshiiepetaneaueiinddne 
SE MIN i icecesgpstnesctsovenin encistbacitiiteincinilignia se etl accibcnl 
I <ck iciced acieastniitintendeiinpuiine tisiawaiimmet Meadiie 
SE ctiaivecvantcrenapntimenibticemen tmaek 
So ainda ck le seems ndci apie haga ndeaiaeiamio: 
oe oe a eile wien aie 
I as osha encpinttristagabmeidiaaenngae Wahieh 
SE a diacictinni-eerctimiunbdnpeieiaalectpeaianeines 
ITT iia caid dren misigelininalambaiesomieotan iecout 
a cettadicedn din tie eats apeanlaaaaadletdie texghiaeinal 
NII El acai ess te igguiind- db dodsaraielas dots aacebaehdeatiininasdnuloralodebsith 
a a a 
OID ctecnwcinemidebiedend phiuscuceon 
west Virginie...«..<-.....-. do incfliuestilivaittiieias suum ies the 
RNID ci citveiss ence citiditaddierdstes taudptidiasabaniiectdeeatne 
IIS a. nicht ateninagetrecmndeckeial ania Guten tienda 


Put under support 





Loans stored 





a Ais Purchase Total 
agreements 
Warehouse Farm 
FE Evite Aue denise 100 870 
ssidelapsiaare ak etiaaes PE OOP 4h. Scgecnsbncae 94, 929 
84, 642 31, 234 1, 050 116, 926 
941, 477 1, 242, 611 115, 630 2, 299, 718 
14, 436, 347 7, 068, 934 1, 892, 681 23, 397, 962 
RTE. Lsencncadetbstlodsnceascbunat 15, 739 
12, 772 OO | 65, 371 
8, 480, 197 3, 963, 257 230, 772 12, 674, 226 
4, 001, 582 1, 569, 009 207, 459 5, 778, 050 
711, 043 756, 593 94, 254 1, 561, 890 
1, 619, 762 127, 907 19, 739 1, 767, 408 
147, 139, 102 20, 586, 598 6, 448, 830 174, 174, 530 
352, 004 Be nee icaacabtenanne. 463, 974 
336, 621 SACU. Liscvests nctghabieeaieen 339, 542 
2, 011, 628 1, 173, 397 466, 827 3, 651, 852 
1, 985, 622 4, 512, 624 708, 393 7, 206, 639 
s aeeaaeeiinies DT Bn iiss hematin 1, 749 
6, 885, 679 1, 049, 443 36, 077 7, 971, 199 
7, 160, 496 20, 909, 949 6, 939, 522 35, 009, 967 
37, 540, 716 15, 677, 832 2, 823, 882 56, 042, 430 
2,174 ©, Gi io atrnencane 6, 617 
3, 467 Bs TE. Rsancieguopsqutnninns 128, 178 
2, 410, 705 220, 957 5, 300 2, 636, 962 
469, 734 473, 644 146, 474 1, 089, 852 
7, 286 WS UE Tiss duc aeeninee 38, 569 
12, 205, 175 31, 805, 187 10, 732, 053 54, 742, 415 
2, 919, 628 370, 787 35, 614 3, 326, 029 
52, 598, 705 2, 093, 755 210, 977 54, 903, 437 
8, 464, 304 2, 540, 537 188, 476 11, 193, 317 
385, 608 62, 404 2, 800 450, 812 
10, 657 TD A cccicithieaaase 29, 492 
10, 690, 465 16, 835, 452 3, 015, 807 30, 541, 724 
73, 116 31, 407 1, 500 106, 023 
42, 301, 649 859, 001 223, 002 43, 383, 652 
61, 598 351, 564 6, 500 419, 662 
408, 738 15, 755 200 424, 693 
24, 773, 896 5, 339, 687 444, 095 30, 557, 678 
scleral seddiasighieaie cine eal ete aeolabiadniceehds 450 450 
io Sasaicbacaeieinis aaa 26, 203 1, 600 27, 803 
645, 643 1, 094, 999 198, 433 1, 939, 075 
392, 148,747 | 141, 234, 167 35, 198, 497 568, 581, 411 





1 Table subject to revision in near future to include figures contained in supplementary reports. 
Source: Grain Division, Commodity Stabilization Service. 
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Wheat: Supplies available for export and carryover in the United States, 
Canada, Argentina, and Australia, Feb. 1, 1957-59 


{In millions of bushels] 


es eee —— 


Item 1956-57 1957-58 | 1958-59 
preliminary 





United States: | 
Carryover stocks, July 1...-.------ F oom 1, 033 909 


881 
fe cheicinte eho . ; a 1, 004 951 | 1, 462 
Total supplies. - -- bs 2, 037 1, 860 | 2, 343 
Domestic requirements for se ason 1 579 577 | 610 
Supplies available for export and carryover. _- 1, 458 1, 283 1, 733 
Exports, July 1 through Jan. 31 ? 297 228 | 245 
Supplies on Feb. 1 for export and carryover 3____-- 1, 161 1, 055 | 1, 488 
Canada: 
Carryover stocks, Aug. 1_-..-- ‘ 580 730 | 615 
DT IN i nc  ccsccniosbinn 573 37) 369 
Total supplies 1, 143 1, 101 984 
Domestie requirements for season ! 161 170 160 
Supplies available for export and carryover. 992 931 824 
Export, Aug. 1 through Jan. 31 2 144 149 140 
Supplies on Feb. 1 for export and carryover ‘ S48 782 684 
Argentina: 
Carryover stocks, Dec. 1_.-.-- A 55 70 60 
I ic cmcindiomeunde te 262 213 225 
Total supplies. 317 283 285 
Domestic requirements for season ! 148 150 | 150 
Supj es available for export and carryover 169 133 | 135 
Exports, Dec. 1 through Jan. 31? 14 | 9 17 
Supplies on Feb. 1 for export and carryover . 155 124 us 
Australia: | 
Carryover stocks, Dec. 1....-..---- 87 43 18 
i mn c 135 98 206 
ND nnd edabemimmoccna ; 222 141 224 
Domestic requirements for season !_- = 79 73 | 78 
Supplies available for export and carryover _ _- =a 143 68 | 146 
Exports, Dec. 1 through Jan. 31 ?_ _- ; | 20 4 16 
Supplies on Feb. 1 for export and carryover. -- at 123 | 59 130 
Totals for the 4 countries: | 
Carryover stocks, beginning of season.-. Ek 1, 755 | 1,752 | 1, 57 
I ere i dcasaceitn gine caterers 1, 974 | 1, 633 2, 262 
Total supplies- --..--- J AS ae 3, 729 | 3, 385 3, 836 
Domestic requirements for season ! a 967 | 970 | 998 
Supplies available for export and c arryo\ er wit 2, 762 | 2,415 j 2, 838 
Exports, season through Jan. 312. __- . 475 395 | 418 
Supplies on Feb. 1 for export and carryove es . | 2, 287 | 2, 020 2, 420 


Estimated requirements for seed, food (milling for domestic use), and feed for the season. 
Exports of wheat and fiour in grain equivalent. 
Without imports. 


ow 


Mr. Snort. It is to be considered with this part of the record? 

Mr. Arsert. Immediately preceding his discussion. I think you 
have given the committee a very valuable summary here. 

First, if the committee does not object, I would like to proceed. 
We have quite a bit of record on this subject and it covers the entire 
ground, and then come back for questions, if that is all right. 

Mr. Post. Let me say that I am prepared to give estimates of the 
quantity by classes in the carryover next July 1 and talk about prob- 
lems such as if you should reduce the acreage from a 55 million 
level to something in the neighborhood of 40, that you might have 
a problem, say, in Soft Red Winter. 

Mr. Atzert. We would like to have that for the record—that entire 
picture. 

Mr. Post. Yes. 
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Mr. Atsert. Can you supply it as of July 1 this year? 

Mr. Post. This “Wheat Situation” will have estimated 1958-59 sup- 
ply and distribution by classes, the various uses such as domestic, 
exports, and the projected carryover as I indicated, and they will have 

rices of the various classes. 

Mr. Arpert. What about the top of page 2? 

Mr. Post. That chart will be on the cover page of the “Wheat 
Situation” and it will show the carryover stocks expected next July 
1, by classes. 

Next July the stocks of Hard Red Winter Wheat are expected to be 
up about 330 million bushels, Hard Spring up about 60 million, and 
Soft Red Winter up about 10 million from the very low levels of last 
year. Stocks of White Wheat may increase while those of Durum 
may decrease. 

Mr. Ausert. We would like to have—I understand you are pre- 
pared to give it—an analysis of what effect a reduction in the national 
acreage allotment would have upon the comparative prices. 

Mr. Posr. In terms of current utilization for food in the United 
States by classes, there is definitely no problem with regard to Hard 
Red Winter because we have a lot of it. We have plenty of Hard Red 
Spring Wheat. Supplies of White Wheat will continue plentiful and 
depend on export markets. 

Durum production this year is below our domestic requirements, 
but it is low compared with its historical pattern. I think production 
can be increased so as not to cause a problem in supplies in this class 
of wheat. 

We come to the problem of Soft Red Winter. Offhand, I would 
say that if you got down to somewhere in the neighborhood of the 40- 
million-acre level you would be producing enough wheat to satisfy 
domestic requirements for food, seed, and the ordinary amounts used 
for feed. 

However, you would have little, if any, for export. And you do 
have up for consideration protecting the normal export markets. 

Mr. Axpert. What woul be the situation if the minimum were 50 
million acres? 

Mr. Post. You would have a margin there to take care of exports, 

Mr. Avserr. Would it affect any disappearance in the surplus if it 
were imposed ? 

Mr. Post. At 50 million acre level you would have supplies for the 
Soft Red Winter Wheat export markets, 

I might add that my comments on Soft Red Winter Wheat are on 
the basis of present patterns of production, Increases in production 
as the result of new high-yielding varieties of Soft Red Winter Wheat 
may keep supplies in the future more nearly adequate to take care of 
exports even if the total all-wheat acreage were limited to 40 million 
acres. New varieties which have been introduced include Dual and 
Knox, both high yielding and good milling wheats. Largely as a 
result of these two new varieties, Soft Red Winter Wheat acreage in 
[llinois increased from 35 percent of the total acreage in 1954 to 50 
percent in 1958. While no surveys have been made in Missouri since 
1954, a similar expansion has probably taken place. Eastern Kansas 
used to grow Soft Red Winter Wheat and conti do it again. 

Mr. Atzert. How about Hard Red Winter? 
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Mr. Post. Hard Winter Wheat presents a problem. We will con- 
tinue to have a surplus of this kind for a long time. 

Mr. Apert. Have there been any efforts to nian these other types 
of wheat to the High Plains region so that we could level out the sup- 
ply situation, or is that possible ? 

Mr. Post. The kind of wheat grown is related to a considerable 
extent to climatic conditions. Take Pawnee in Kansas—it is an ex- 
cellent variety of Hard Red Winter Wheat but grown in the States 
farther east, in parts of Missouri, and Illinois, the more humid con- 
ditions make for plumper kernels which reduce the protein test. 

When you get a fuller, plumper berry, you get a lower protein ratio 
than is desirable for bread flour. On the other hand the protein is 
not low enough to be suitable for cake flour. 

Mr. Auzert. Very well. 

Mr. Posr. They could grow more soft wheat in the States in which 
it is suitable. They now grow a considerable acreage of Hard Red 
Winter Wheat because of the higher yields. 

Mr. Ausert. Looking at the overall picture, the supply situation 
with reference to all of the types, it seems to me that the argument 
that you have given here this morning is an argument for the domestic 
parity program, particularly with the type of bills that we had last 
year which would let the market pick the desirable wheat. It seems 
in that manner the market would absorb the best wheat. 

Mr. Post. If the market were permitted to adjust to prices, the 
prices of Soft Red Winter Wheat would be sufficiently high to en- 
courage greater production. 

Mr. Hermeurcer. Then to get at the question, if the Congress were 
to adopt a bill which has been advocated by some people which would 
reduce the price support level of all wheat to approximately the feed 
grain level, so that the market demand would become controlling, or 
would, let us say, have a larger effect on production, you believe that 
there would be a tendency then to grow more Soft Red Winter. 

Mr. Post. Yes. 

I would say that in the main it would continue on in about the same 
proportion as now because of the varietal adaptation to the areas. 
On the other hand, as you had shortages in the supply of Soft Red 
Winter Wheat the price would go higher and encourage increased 
production. To answer your question, the proportion of the Hard 
Red Winter would be reduced and Soft Red Winter increased. 

Mr. Hermeurcer. At that level, it would indicate some preference 
for the Soft Red Winter. Is there any difference as to the feed value 
or the feed preference, let us say, of these various types? 

Mr. Post. You are thinking of Soft Red compared with Hard Red? 

Mr. Hermpvrcer. That is right. 

Mr. Post. I would say for all practical purposes that you would 
not think about that too much. The higher, harder protein wheat 
would have a higher feed value. 

Mr. Jones. Is the support price the same on the Hard Red Winter as 
it is on the Hard Red Spring for the same quality of wheat ? 

Mr. Post. This year No, 2 Hard Red Winter at Kansas City is 
supported at $2.14. 

No. 1 Dark Northern Spring, at Minneapolis, is supported at $2.20. 
At St. Louis, No. 2 Soft Red is supported at $2.14. These are the 
loan rates. I might add that Soft Red Winter is only slightly below 
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the loan rate, Hard Red Spring further below the loan rate, and 
Hard Red Winter farthest below, which reflects more or less the dif- 
ference in the supply situation. 

Mr. Jones. In other words, your Hard Red Winter at Kansas City 
and your Soft Red Winter at St. Louis have the same support price. 

Mr. Post. Yes. 

Mr. Jones. But on your production you, naturally, would have 
more production of the Hard Red Winter wheat than you do of the 
Soft Red Winter wheat ? 

Mr. Posr. The support rate reflects the historical price pattern. 
Ordinarily, they have been about the same in the market. They were 
about the same as before we ever had a loan program. 

Mr. Jones. Those prices stay about on the same level and there just 
happens to be a greater demand and, also, a greater production of 
Red Winter than there is of the Soft Red Winter, is that it? 

Mr. Post. I have two observations. One is that the Soft Red Win- 
ter prices are above prices of Hard Red Winter. The other observa- 
tion concerns not drawing conclusions from the total supply. It is 
the free supply that really is the price determining factor in the mar- 
ket. In other words, next June we will have a greater free supply of 
wheat than a year ago. By that I mean wheat that is not tied up 
in CCC ownership, not under the loan program, or not. penalty wheat 
stored by farmers. After you take out all of these from your total 
supply, you have remaining the supply that is commercially available 
to satisfy market demands at the prevailing price level. 

Mr. Jones. The reason I asked this question, of course, is that the 
critics of the price support program always are citing that through 
the price support program we have encouraged the production of 
commodities that are not in demand and have, therefore, had people 
growing for the Commodity Credit, rather than for sale. 

I don’t have too much wheat in the area that I represent where 
cotton is the major crop. We have had that same thing said, that we 
have too high a support on certain grades that are not in demand in 
the market. 

I have heard the same thing said with reference to wheat, that we 
have set up a support price which has encouraged the production of 
wheat that is not in demand. 

Ts that true in your opinion ? 

Mr. Post. Answering it in two steps: The overall price of wheat 
has an effect on the production of wheat. As we maintained high 
prices we have encouraged production. Every emphasis to encourage 
acreage seems to meet with a favorable response. 

Now considering the level of prices in relation to production of the 
various classes, my personal opinion is that the relationship of the 
loan rate of one type of wheat to another type of wheat—and Mr. 
Stelzer is more specialized in this line than I am—that relationship 
has a pretty good statistical historical background. 

Now we do have types of wheat, however, that have come into pro- 
duction in recent years during which time we have had a high-level 
support program. 

There is a winter wheat in Montana that has replaced spring wheat, 
and to no little extent it is because of its high yield ability. A lot 
of it goes into CCC stocks. 
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We had an increase in Hard Pawnee in Missouri, where they should 
be raising Soft Red Winter Wheat. Pawnee is a good wheat in 
Kansas. It is a poor wheat farther east where you have more humid 
conditions. As I pointed out, with the introduction of new high 
yielding soft winter wheat varieties the undesirable practices of 
growing hard wheat varieties in Missouri and Illinois seems to be 
losing ground, 

To answer your question, I would say that the program itself has 
caused farmers to raise those varieties that give them high yields be- 
cause they have a market for them. 

Mr. Jones. You are saying then, using my State of Missouri as an 
example, that there are some farmers in Missouri now who are rais- 
ing this wheat which I presume is a Hard Red Winter wheat. 

Mr. Posr. Yes. 

Mr. Jones. They are raising that, whereas you say they should be 
raising a Soft Red Winter wheat. Is that because they can get higher 
yields in bushels on the Pawnee rather than the other, although the 
support price is the same approximately; is that right? You indi- 
cated $2.14 at Kansas City and $2.14 at St. Louis. 

Mr Posr. I wonder if Mr. Stelzer would like to comment on the 
support rate of the two wheats being the same. 

Mr. Sreuzer. For the same grade and same quality of wheat at the 
same location, generally speaking, the support price _is the same, 
There are some variations from that, for example, Durum holds 
a premium, but generally speaking for the same location, for the 
same grade and the same quality of wheat, the support price is the 
same. 

Mr. Jones. I hope you get what I am trying to bring out here. I 
don’t think that there is anyone on this committee or anyone who 
has been supporting price supports who wants to encourage the pro- 
duction of any commodity to go into loan. I think that we want to 
try to make the price-support program a protection to the farmer, a 
so-called insurance, and to bring about orderly marketing. Yet if 
there is anything in this law that is encouraging the creation of a sur- 

lus of a commodity that does not move readily into the market, that 
1s the kind of information, at least, I want to have, and to put it on 
a good sound basis. That is the reason I have been trying to get these 
questions answered here to see if these criticisms that have been made, 
and they have been made not only on wheat and cotton, but other 
commodities as well, whether there is a sound basis for that or whether 
it is just someone who is opposed to any form of price-support pro- 
grams. We want to make the price-support program work. That is 
what we are striving for here. That is the reason, I am sure, that it is 
to be helpful tous. I think the Congress, and the individual Members 
of Congress as a whole are interested in continuing a sound price-sup- 
port program. Yet I know there are a lot of people who are opposed 
to any type of price-support programs. 

What we want to do is to bring about legislation which will con- 
tinue a price-support program that we can all point to as showing 
that it isasound program. At least, that is my feeling about this. 

Thank you, Mr. Chairman. 

Mr. Post. In this general area, it is important to point out that the 
Department has recognized certain varieties and they have dis- 
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counted them, thereby discouraging their production. I think that is 
important. 

Mr. Jones. You are doing that now. 

Mr. Posr. We are doing it now and I think they are being given a 
great deal of consideration. 

Mr. Avsert. Mr, Johnson. 

Mr. Jounson. Looking at the chart on page 4, areas 1 and 2, most of 
your trouble seems to be with the Hard Red Winter. And from what 
you have said to date none of these other varieties will grow in area 2. 
There is no solution by trying to encourage those farmers to grow some 
of these other varieties, is that correct ? 

Mr. Posr. I think that is generally correct. 

Mr. Jounson. Then it would seem to me that if you are going to get 
at the problem, that Hard Red Winter has got to be reduced more 
than Hard Red Spring or Soft Red Winter. 

Mr. Post. Yes. 

Mr. Jounson. That isthe problem as I see it. Ifthe surplus in Hard 
Red Winter was alleviated, would your wheat problem be so bad ? 

Mr. Post. No, sir. 

Mr. Jounson. It all seems to be centered in Hard Red Winter. 

Mr. Post. Yes, sir. 

Mr. Breepine. I would like to ask a question, 

Mr. Avsert. Very well. 

Mr. Breeprna. Isn’t it true that Hard Red Winter has about equal 
food value to other wheat? Is there some reason that we cannot use 
more Hard Red Winter wheat? Couldn’t they make biscuits or pan- 
cakes or cake out of Hard Red Winter wheat ? 

Mr. Posr. Any flour produced for biscuits and cakes must have a 
good proportion of Soft Red Winter wheat in it. It may be an all- 
purpose blend. Such a flour is not a bread flour nor is it a cake flour, 
but you can make bread and cake out of it, but it will not be as good as 
made out of a more suitable flour. 

Mr. Breeprna. It is high in protein. 

Mr. Posr. Yes; that is right. 

Mr. Breeprne. And protein is, certainly, an important element in 
our diet. 

Mr. Post. It ranks very high in food value. It is especially well 
suited for bread flour. 

Mr. Breepine. Is it because of the location of this Hard Red Winter 
wheat that more of it has not been used ? 

Mr. Post. It is because we have so much of it. 

Mr. Breepinc. But supposing we didn’t have much of it, would it 
still not be used ? 

Mr. Post. Oh; it isused. We are using a lot of it but we have got so 
much of it. 

Mr. Brerpina. I know—I come from the Hard Red Winter wheat 
area and we have always thought it was the finest wheat in the world. 

Mr. Posr. It is very fine wheat. It, together with Hard Red 
Spring, are very fine wheats. Spring wheat will run a little higher 
in protein. But the winter wheat is sufficiently high in protein for all 
practical purposes. It is a good wheat. 

Mr. Breepine. That is all, Mr. Chairman. 
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Mr. Arzert. Are there any further questions? We are spending a 
lot of time on points that do not give us very much information. 

Mr. Post. Mr. Dyess mentions that for a couple of years we had a 
problem with Soft Red Winter as the result of unusually good crops. 

We have had many years of good crops and high yields of Hard Red 
Winter. But it is important to note that we also use a lot of it. We 
use more of it than any other class of wheat. 

For example, an approximate breakdown for food for current use 
we would use about 208 million bushels of Hard Red Winter compared 
to 97 million of soft, to 126 million of Hard Red Spring, 40 million of 
White, and 22 million of Durum. You see, it is way out in front. 

We do use a lot of it. We use almost as much as all of the others 
combined. 

Mr. Breepinc. What percent of our exports is Hard Red Winter? 

Mr. Posr. This year out of an estimated total export of 450 million 
bushels to which we add 4 million as shipments to our own possessions 
like Hawaii, Puerto Rico, and so on—out of the 454, 250 of it we esti- 
mate as exports of Hard Red Winter. And the next best is White at 
120, less than half. 

Hard Red Spring, 37; Soft Red Winter 46; Durum 1. 

Mr. Breeptinc. Why don’t we export all Hard Red Winter wheat? 

Mr. Post. Why don’t we? 

Mr. Breepine. Yes. 

Mr. Post. The importers have preferences. 

Certain countries want Soft Red. Certain countries want White. 
Certain countries in the Orient don’t want a red soft if they can get a 
white wheat. They want a white soft because they think of it with 
their cultural background. They call it red wheat, a bloody wheat. 

Mr. Breepine. Because of its color? 

Mr. Post. Yes. 

Mr. Axsert. At this time, without objection, we will have the 
table from which you were reading inserted in the record. 

Mr. Post. That will be in the “Wheat Situation” entitled “Esti- 
mated Supply and Distribution by Classes.” It includes the makeup 
of the supply, the carryover plus production, plus imports. The items 
of distribution consist of exports, domestic disappearance and carry- 
over at the end of the marketing year. That table does not include 
the figures that I gave you on food because we have no reliable figures. 
It is impossible to find out from millers how much of the different 
classes of wheat are used. However, we have our own approximations 
and that is what I gave. 

Mr. Breeprne. I would like to ask one other question. 

A while ago you made a statement that 40 million acres of wheat 
would be enough for domestic consumption. How many million 
acres of wheat would we need for export ? 

Mr. Post. I would like to ask Mr. Kirkbride what yield should I 
use on 40 million acres on a harvested basis ? 

Mr. Kirxerive. 22 to 23. 

Mr. Post. Allright. At23,that would give you 920 million bushels; 
600 million for domestic would provide 320 for export. 

Mr. Breepine. I thought that I understood you to say that the 
49 million was for domestic consumption. 

Mr. Posr. I was thinking, primarily, if you had a 40-million-acre 
production, how much of it would be Soft Red Winter, at the level 
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you would probably have enough. Let me see, you would have enough 
for domestic consumption for food, feed, and seed, at the 40-million- 
acre level. 

Mr. Breeptnc. No exports? 

Mr. Posr. No exports in that. 

Mr. Steuzer. You are just talking about Soft Red only ¢ 

Mr. Post. Just Soft Red only. All of the others would have ample 
for export. 

Mr. Breepine. That is all, Mr. Chairman. 

Mr. Avpert, I would like now, if we can, to go into the question 
of the effect of a program under which support prices would be low- 
ered to those for feed grains, or export, with less restrictions on pro- 
duction, and, particularly, what effect that might have upon the 
competitive situation with feed grains. Is somebody prepared to talk 
on that subject 4 

Mr. Posr. I will open it up. And Mr. Stelzer insofar as the feed 
program is concerned should probably take over. 

Mr. Apert. Thank you. 

Mr. Post. There is a difference in weight between corn and wheat 
in pounds per bushel. One is 56 pounds and one is 60 pounds. That 
is about a 7-percent difference. 

The overall feeding value of wheat is a little bit better than corn. 
If corn is 100 percent, wheat is probably 105. 

So you can have wheat prices 10 or 15 cents higher than corn prices, 
or, say 10 percent more or less, and you can increase the quantity of 
wheat feed materially. 

Let me say that until you get down to that level there is not 
much difference in the quantity of wheat fed. But when you get to 
a competitive feed level your first consumer would be poultry. 

Mr. Apert. Would be what? 

Mr. Posr. It would be poultry. And I would say that you could 
easily have 300 million bushels of wheat fed largely to poultry, and 
even more. 

Mr. Hermpvurcer. What is the present use for feed ? 

Mr. Posr. The total has been running around 50 or 60 million 
bushels, and most of it poultry. 

Mr. Heimevurcer. You made a statement a moment ago that the 
overall feeding value of wheat is superior to that of corn. Does that 
mean that if a farmer who is fattening hogs or cattle has a free choice, 
he would be wise in using wheat instead of corn ? 

Mr. Posy. Within limits. In fattening cattle you have 105 for 
wheat compared with 100 for corn, on a pound-for-pound basis, but 
you usually feed it with other feeds to give it more bulk, and the wheat 
iscracked or rolled. You can feed wheat to poultry in large quantities. 

Mr. Hetmeurcer. In other words, if given a free choice then the 
farmer would indicate some preference for it? 

Mr. Posr. Yes, except that wheat is usually used with other feeds 
except for poultry. You would get it in the mixed feeds. 

Mr. Hermpurcer. And is the same thing true with hogs? 

Mr. Posr. The figure is 102 for hogs compared with 100 for corn. 
Pretty much pound per pound the same as for corn. 

Mr. Heimpurcer. Can you make wheat as readily available to 
hogs as you can corn in feeding it ? 
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Mr. Posr. If hand fed, wheat is ground first. 

Mr. Hermeurcer. You would have to feed it with other feeds— 
you cannot give them free access to it. 

Mr. Post. I was going to add that wheat can be fed to hogs as whole 
grain in a self-feeder. Might I say in this connection, however, that 
a quickie analysis that we made once showed that when we had ‘quite 
a step-up in corn production, a third of it went into increased con- 
sumption and two-thirds of it went into storage, that is, of the 
increase. 

In the event that you should supplement the feed supply with 300 
million bushels of wheat you would have some increase in consump- 
tion by feeders. But you would, also, have additional storage of 
corn, and a big chunk of it would be CCC corn, if you had such a 
program. In other words, you reduce the storage of wheat and in- 
crease the storage of corn, but you do enjoy some increase in 
consumption. 

Mr. Hermeurcer. How does wheat compare with grain sorghum? 

Mr. Post. I haven’t got the answer. Does anybody else have? 

Mr. Sreuzer. As he mentioned, wheat possibly is 5 percent better 
pound per pound than corn; grain sorghum is, probably, about 5 
percent less than corn, There would be about a 10 percent difference. 

Mr. Hermeurcer. Wheat would have even a larger differential in its 
favor as to feeding value compared to grain sorghum ? 

Mr. Srevzer. That is correct. 

Mr. Avzsert. Mr. Latta was recognized before. 

Mr. Larra. My question is on this chart, Mr. Post. With reference 
to region No. 4, Ohio wheat comes from a lot of these small growers 
with less than 15 acres. And we have heard a lot of talk about this. 
I wonder what effect that would have on the overall supply of wheat, 
Soft Red Winter, which seems to be on the bottom of page 4, and 
the proposed carryover up to July 1, 1959, of Soft Red Winter Wheat 
Would we actually then have a demand for a supply that we could 
not meet ¢ 

Mr. Dyess. Perhaps I could answer that. Any reduction of the 
acreage now planted in that area would tend to reduce the supplies 
of soft wheat. I don’t think there would be any question about 
that. However, as Mr. Post pointed out, even if we were to reduce 
the overall acreage of wheat by a substantial amount, we would still 
be able to supply our domestic markets for Soft Red Winter Wheat. 

Mr. Lartra. It would not affect it overall ? 

Mr. Dyess. Yes, if there were a general tightening up, certainly, it 
would affect the production of soft wheat in Ohio. 

Mr. Larra. Thank you. 

Mr. Hermevrcer. This discussion of the relative value of wheat 
and feed grains has to do, of course, with the various proposals which 
have been made legislatively and otherwise which would result in 
feed programs that would for practical purposes bring the support 
level of wheat down to a comparable feed value level with corn. I 
think one of the things the committee is most interested in is what 
would be the result of that kind of a program. What would be the 
result on wheat acreage? What would be the result on the feed 
grains, as to price and as to acreage? What would be the result on 
livestock prices ? 
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I think the committee would like to hear you discuss that as 
thoroughly as you can. 

Mr. Dyzss. Mr. Chairman, some of these questions, I believe, could 
be answered better by Mr. Burkhead. 

Mr. Axpert. Will you come forward ? 

Mr. Breepina. I want to bring this up in regard to your statement 
of a bit ago, about the 95 percent feed value of milo to corn. That 
being true, I want to ask this question: can you give me the reason 
why the Secretary set the support price of milo for 1959 at a $1.52 
seat ive set corn at $2 a hundred ¢ 

Had he set it 95 percent equal to corn, it would have been a $1.90. 

Mr. Sreuzer. I think you had better ask-that of the Secretary be- 
cause that is a policy question, There are some questions from the 
standpoint of location and supplies and the other eight factors in- 
volved in the Agricultural Act of 1949, as amended, which requires 
the Secretary to take into consideration several things in addition to 
the feed value as to corn. 

Mr. Breepinc. As I remember the discussion in the committee last 
year on this corn bill, the whole intent of Congress was to set the 
price of other feed grains in comparison to the feed value of corn. 
1 don’t remember that there was any discussion in the committee re- 
garding location and the need for it and so forth. 

Mr. Sreuzer. It is primarily a policy thing. The legislation re- 
quires that the price support of the feed grains shall be set at levels 
which are fair and reasonable in relation to corn and in consideration 
of the feed value of feed grain relative to corn and the other factors 
specified in sec. 401(b) of the Agricultural Act of 1949, as amended. 
To the extent that those were used to set the support levels that would 
be determined on a policy level rather than on the operating level. 

I would prefer not to go into that. 

I would like to say this, of course, if you want to get down to some 
specific figures on wheat, if you would take the support price of corn 
of a $1.12 a bushel, which is 2 cents a pound or $2 a hundred- 
weight, and adjust that to a 60-pound bushel of wheat, you would 
come up to $1.20 for wheat, and add the 5 percent that Mr. Post men- 
tioned as feed value relative to corn, an increase of 6 cents, you would 
come out with a price of wheat competitive to corn on a national aver- 
age of $1.26 a bushel. 

And as to the effects of getting the price support down to its feed 
value, as Mr. Post pointed out, you would have to get down to $1.25 or 
$1.26, as he mentioned, relative to corn at $1.12 before you would have 
any material increase in feeding of wheat. That is what he implied 
because so long as the price is above this relative feed value, you will 
feed corn rather than wheat and put the wheat into CCC storage. 

Mr. Breepina. If we did that, and used 300 million bushels of wheat 
for feed, would we take that much corn out of the feed market and 
put it into CCC, or would we have an increased feeding program ? 

Mr. Sretzer. It would reduce the feeding of all feed grains. Some 
of it may come out of corn and some of it may come out of oats or 
barley or sorghum. It does not necessarily have to come out of corn. 

And the total overall reduction would not be « total of 300 million 
bushels. It would be something less than that. In other words, there 
would be some increase in feed. Just how much is something that 
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you would have to guess. You could not tell very well until you tried 
it out. Generally, there would be some increase in the overall feeding, 

Mr. Breeptne. That is all. 

Mr. Dyess. Mr. Chairman, with regard to this question that was 
asked a moment ago of the effect of this more or less unlimited produc- 
tion of wheat as feed, I think it would be well if Mr. Burkhead were 
to present to the committee the relative production in the same areas 
of the feed grains as compared to wheat. Can you do that? 


STATEMENT OF CHARLES BURKHEAD, AGRICULTURAL MARKET- 
ING SERVICE, U.S. DEPARTMENT OF AGRICULTURE 


Mr. Burxurap. I don’t know whether I can do it or not but I will 
try. 
It seems that the problem is Hard Red Winter Wheat more than 
anything else. 

Where that is produced you don’t have much corn produced. You 
do have some barley, and some of the other small grains, such as 
sorghums, but you don’t have corn produced very heav ily i in the Great 
Plains country, as we all know, because the moisture situation is not 
conducive to corn production. 

You can produce good crops of corn in the eastern half of the Great 
Plains country. You might say east of the 100th meridian. But when 
you go west of there you get out of the corn country. 

Furthermore, the chances of poor crops in the Hard Winter Wheat 
country are much greater than they are east of there. 

When it comes to the Soft Red Winter wheat which is produced 
mostly east of the Mississippi River, you are hitting the heart of the 
Corn Belt. 

And my feeling is that in general, farmers would prefer to raise 
corn, probably, to winter wheat unless there is a good money differen- 
tial—more profitable to raise w inter wheat. 

The reason I say this is that. we can hardly have too much water 
for corn. We all know that. But in the eastern Corn Belt area where 

\is Soft Red Winter Wheat is produced, the more water you have the 
oa yield you will have. There is an inverse correlation between 
wet weather and high yields in the east. Therefore, that is restricted. 

In recent vears we have had ver y fine yields of wheat in the eastern 
Corn Belt. We have also had high yields of corn and oats. 

So the question is a little hard to answer, but with unlimited wheat 
production I still think we will have production in the Corn Belt 
leaning pretty strongly toward corn and maybe soybeans. 

Mr. Hermecncer. You mean that if the support level on wheat 
were at a feed grain level, production would shift voluntarily, even 
though they had wheat allotments, to go into other feed grains in the 

eastern part of the country. 

Mr. Burxieap. I still think that the Corn Belt is still Corn Belt 
country. I don’t think that they will go overboard with wheat when 
corn in that area is so easy to produce, and with the high yields that 
they get there. Forty bushels in Iowa and Ohio were considered high 
vears ago. Soon 75-bushel averages are going to be average for these 
States, And that being true, with hybrid varieties, fertilizer that is 
being used, better agricultural practices, more f: arm machiner vy and 
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better varieties of hybrids, there is hardly any limit to what can be 
raised per acre. 

But I don’t think in that area, the Corn Belt, that you are going to 
have a wholesale shift to wheat. 

Mr. Avsert. I hope that the committee will excuse me and Mr. 
Jones, will you take the chair? 

Tomorrow we are going to continue our hearings, taking up the 
general export situation. 

I would like to say that we are very grateful to all of you witnesses 
from the Department. It may be necessary after we have examined 
the data which you have given us to have additional hearings on this 
entire subject. So we would like you to be available to come at a 
future time if it is desired and found necessary. 

Mr. Jones (presiding). Are you finished, Mr. Burkhead, with 
your statement ¢ 

Mr. Burxueap. Yes, sir, lam, Mr. Jones. 

Mr. Poacr, Is there any section of the United States where you can 
grow more pounds of feed—I am talking about feed value 

Mr. Burkneap. Yes. 

Mr. Poacre. Of wheat than by growing other feed grains? 

Mr. Burxneap. Not the Great Plains, by all means. 

Mr. Poacr. Can you grow more pounds of feed by growing wheat 
on the Great Plains than you can by growing grain sorghum or 
barley ? 

Mr. Burkueap. I would doubt that. 

Mr. Poacr. That is the question. 

Mr. Burxneap. I would doubt it. 

Mr. Poaar. Is there any place in the United States where you can 
plant wheat and reasonably expect to produce more feed per acre from 
that wheat than from some other crop ? 

Mr. Burkueap. We would have to go to the Far Northwest. 

Mr. Poacr. Can you grow more feed wheat than you can barley in 
California ? 

Mr. Burxneap. No,sir. I don’t think you can. 

Mr. Poage. Certainly there isn’t any area unless a small one under 
unusual circumstances where some other crop will not. produce more 
value, more actual feed value per acre. 

Mr. Sreuzer. Generally speaking, in the Pacific Northwest your 
yields of wheat are higher than they are for barley and oats. 

Mr. Burxueap. That is the only area. 

Mr. Poacr. And in Idaho? 

Mr. Burkueap. Yes. 

Mr. Poacr. And the rest of the country even in the Great Plains, 
can you find some other crop that will grow more pounds per acre in 
feed value? 

Mr. Burkueap. A look at last year’s sorghum grain yield per acre 
for the United States shows 37 bushels per acre. 

Mr. Poacr. Ten bushels more than wheat, wasn’t it? 

Mr. Burkueap. Wheat was about 27 bushels per acre. Yes, 10 
bushels is the difference. 

Mr. Poacr. Only about 10 percent difference in the feed value? 

Mr. Burxueap. Ten points difference. 

Mr. Poacr. You were growing more pounds of actual feeding value 
from the grain sorghums than you were from wheat, weren't you? 
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Mr. Burkueap. Yes. 

Mr. Sreuzer. You have to convert that sorghum grain back to the 
60-pound bushel of wheat. 

Mr. Poace. That gives you a 4-pound difference. It is still in favor 
of the grain sorghum. 

Mr. Burxueap. The development of hybrid varieties of sorghum 
has completely changed the overall production picture for grain sor- 
ghums, and that has : happened mostly during the last 5 years. 

Mr. Poace. I think I understand you. You mean that there has 
been much more rapid increase in the ability to produce grain sor- 
ghum than there has been in wheat, don’t you? 

Mr. Burxueap. Yes, sir. I do. 

Mr. Poacr. Has anything happened in regard to corn, I mean has 
the production of corn increased per acre more rapidly than the pro- 
duction of wheat? Yields have gone up, I understand. 

Mr. Burxueap. Let us take a look at the averages. 

Let us go back to sorghums, Last year we had 38 bushels per acre. 
The 10-year, 1947-56, average was 20 bushels per acre, almost. double. 
What was the other one you had in mind ? 

Mr. Poage. Corn. 

Mr. Burkueap. In 1958 we had 52 bushels per acre, and the 1947 
to 1956 average was 39 bushels of corn. 

Mr. Poage. It hasn’t gone up as much as sorghum ? 

Mr. Burxueap. No. 

Mr. Poace. What about wheat ! 

Mr. Burxueap. Last year we produced 27 bushels per acre. And 
the 10-year average is 18. So corn has not gone up in proportion as 
much as wheat. 

Mr. Poacr. Last year was an especially good wheat year; wasn’t it? 

Mr. Burgueap. Very good, very good. 

Mr. Poace. I doubt we will have that much wheat this yeal 

Mr. Burxueap. No, sir. Conditions are now such that we could 
not expect as much as last year, but it is better than average. 

Mr. Poacr. Wheat is a little more dependent upon weather than 
corn, is it not? 

Mr. pam Yes. 

Mr. Poace. I do not mean in a given spot but I mean the national 
crop is more dependent upon the w eather than corn. 

Mr. Burxueap. At certain times it is; yes. 

Mr. Poace. It is grown where it is more inclined to be affected by 
the weather ? 

Mr. Burxueap. That is right. 

Mr. Bevcuer. I might presume from your questioning that you are 
trying to bring out the fact that the unlimited production of wheat 
based on the feed-grain support price based on the feed-grain value of 
the crop will not disturb it. 

Mr. Poace. I would not say it will not disturb it. But I have long 
been of the impression that it would not be nearly as important a fac- 
tor in feed grain as many people have tried to indicate it would. I 
think there are not many people that will grow wheat for feed grain 
in competition with other grains. 

Mr. Bevcuer. Ifthe support price is based on feed grain value ? 

Mr. Poage. That is right. 

Mr. Betcuer. I agree with you. 
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Mr. Jonrs. Do you have any other comments ? 

Mr. Dyzss. No, sir. 

Mr. Jones. Do any members of the committee? Do you have any 

uestions ¢ 

Mr. Hermeurcer. No. 

Mr. Jones. Who do we have here now on the conservation program 
and the Great Plains? We want to go into that a little bit. 

Mr. Dyess. We have with us Mr. Sallee from the Soil Bank Con- 
servation Reserve and Mr. Luker from the Soil Conservation Service. 

Mr. Jones. Mr. Sallee, and Mr. Luker, if you will come around. 

Mr. Dyxss. And Mr. Silkett. 

Mr. Jonzs. If you will proceed with the question of the effect of the 
soil conservation program on wheat production, and what you foresee 
in the immediate future from that program. Who would like to speak 
to that ¢ 

Mr. Dyxss. I believe Mr. Luker. 

Mr. Jongs. All right, we will be glad to hear from you. 


STATEMENT OF CYRIL LUKER, ASSISTANT TO ADMINISTRATOR, 
SOIL CONSERVATION SERVICE; ACCOMPANIED BY VAL W. 
SILKETT, DIRECTOR, FARM AND RANCH DIVISION; AND W. J. 
SALLEE, CONSERVATION RESERVE SOIL BANK, U.S. DEPARTMENT 
OF AGRICULTURE 


Mr. Luxer. Basically, the Great Plains conservation program is 
a soil conservation program. It is designed primarily for that pur- 
pose. It does have, however, some effect upon the supply of wheat 
and other crops that are produced in the Great Plains. 

As you know, this program is limited to the high plains portion 
of the 10 Great Plains States. 

There are 422 counties located in this area, out of which 321 counties 
have been designated upon recommendation by State program com- 
mittees as eligible for participation in this program in that area. 

It is a new program; only has been in operation about 14 months. 
It became available to the farmers and ranchers of the area in Decem- 
ber 1957. 

During that time there has been worked out some 1,337 contracts, 
between farmers and the Secretary of Agriculture. Those contracts 
embrace just a little under 4 million acres of land. Out of these 4 
million acres of land there are some 472,000 acres that are devoted to 
crop serena ie and since one of the basic purposes of this legislation 
is to bring about a greater degree of agricultural stability through 
an accelerated program of soil and water conservation it has as one 
of its principal objectives taking out of crop production low grade 
land, or land that is unsuited to the production of cultivated crops. 

Out of these 472,000 acres of cultivated land there are 124,000 acres 
that have been taken out of crop production and devoted to the produc- 
tion of permanent vegetation, the principal one of which is grass. 

Some crop reports indicate that about one-third of the cropland in 
the Great Plains is planted to wheat, the same ratio could be applied 
to the total acres of cropland under Great Plains contracts. 

Mr. Jones. One-third of the 124,000 is in wheat? 
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Mr. Luxer. About one-third of the total of 472,000. And the same 
ratio would apply there to the land being taken out of crop produc- 
tion and devoted to the production of permanent vegetation. 

Mr. Jones. I don’t think I followed you. I understood you to say 
that of the 472,000, 124,000 had been taken out of crop production to 
go into mostly permanent pasture. 

Mr. Luxerr. That is right. That is substandard cropland, land that 
is not suited, we think, based upon soil surveys for the permanent pro- 
duction of cultivated crops and is, therefore, recommended for the 
production of permanent vegetation or grass. Of the 124,000 along 
with the 348,000 acres that will remain in cultivated ¢ rop production, 
we estimate about one-third of that total crop acreage is in wheat. 

Mr. Jones. What is the average yield of that wheatland that has 
been taken out? 

Mr. Luxer. I am going to ask Mr. Silkett to talk on that question. 

Mr. Strxerr. The average yield that we have talked about in previ- 
ous testimony here is about 27 bushels. However, I think we would 
have to make this kind of a correction because a large proportion of 
the land taken out of produetion under the Great Plains contracts is 
low-producing land. So we, probably, would reduce that in the past 
1958 season, a good wheat year, to about 18 or 20 bushels. 

Mr. Jones. You have 4 million acres of land in there and yet you 
have taken out 124,000 and a third of that you say would bring it 
down to 41,000 or 42,000. Out of the 4 million acres, there are only 
about 42,000 acres that is wheat-producing lend. Is that correct? 

Mr. Luxer. Well, out of the 472,000 acres which is the entire 
amount. in these contracts devoted to crop production, we estimate 
about one-third of the cultivated area to be devoted to the production 
of wheat. Out, of that total, based on soil surveys, there is some 
124,000 that should come out of any kind of crop production, includ- 
ing wheat. 

Mr. Jones. You say this program—to what extent has the program, 
rather, served to help reduce production of wheat then? 

Mr. Luxer. Of course, the number of contracts in terms of the total 
production of wheat is relatively small. I might state in terms of the 
legislative history this act has as a goal the taking out of crop pro- 
duction some 11 to 14 million acres of cropland that is substandard, 
and which should not be used for the production of cultivated crops. 
Out of a total of some 113 million acres in the Great Plains States, 
only a portion of this area comes under Public Law 1021. This pro- 
gram is designed to end December 31, 1971. The goal over the long 
pull i is taking the substandard land out of the crop production perma- 
nently, and devoting it to the production of grass, or permanent 
vegetation. Hence, even though there is a small start you might say 
since this is a new program, that one of the long-range objectives is 
taking some land out of crop production. 

Mr. Jones. Is it anticipated that this program will continue to grow 
until you reach this estimated goal ? 

Mr. Luxer. We think it will. 

Mr. Jones. What is the average length of contract that you have. 

Mr. Luxer. They run about 5 years. They may run up to 10 years. 
They cannot run more than 10 years, nor less than 3 years, for in- 
dividual producers. 
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Mr. Jones. It has been going on about 14 months. 

Mr. Luxer. Yes, the program has been available to producers since 
December 1957. 

Mr. Jones. Is there any increased interest being shown that it will 
develop rapidly or will it be a slow movement ? 

Mr. Luxer. I think it will be a slow progressive development. I 
don’t think it will take on campaign-type proportions and accelerate 
rapidly, but at the present time it seems to be growing steadily and 
will increase in volume and number of partic ipants as we move ahead 
as they find out more about it. The program is not well known in 
this short time and there are probably a good many people that are 
not familiar with the provisions of it and its purpose and primary 
objectives. 

Mr. Jones. What is the average payment that is being made on the 
contract ¢ 

Mr. Luxer. I don’t have that figure available. I think I can give 
you the totals on that. We could obtain those from the total figures 
that I have. 

There are 1,337 contracts, and the cost share obligation of funds for 
the 1,337 contracts amounts to $7,894,011. 

Mr. Jones. That is less than $2 an acre. 

Mr. Luxer. That is right; less than $2 an acre. 

Mr. Jones. That is per year, I presume. 

Mr. Luxer. That is for the life of the contract; for the complete 
treatment. These plans are drawn for the treatment of the entire 
operating unit and funds for those units are obligated at the time 
the plans are worked out, and contracts are drawn. The provisions 
of those plans are set up according to schedules and carried out over a 
period of time long enough to execute the provisions of the contract. 

Mr. Jones. You mean that if a man has a 5-year contract, that you 
are getting some of that land for $2 an acre for 5 years? 

Mr. Luxer. If he had a 5- year contract, he would have his activities 
set up by schedules for each of the years and as to the practices that 
are carried out each of those years. He would benefit in proportion 
to the cost sharing for those items carried out each year. So it is the 
total obligation for the period of the contract. that is set up. 

Mr. Smrru of Kansas. The other man testified that of the land 
that you have taken out and put back into this program, the average 
yield for that land was 27 bushels per acre. 

Mr. Srixerr. I was using that figure as the 1958 average, the figure 
that we gave a few moments ago, of around 27. I qualified that by 
saying that for the land in 1958 that has been taken out, the preper 
figure to use would be 18 or 20. 

Mr. Suiru of Kansas. I cannot reconcile that—you have 25 to 27 
bushels per acre and he is talking about $2 an acre. Why would any- 
body want to do that? 

Mr. Jones. That is what puzzled me. 

Mr. Smiru of Kansas. A man with a 20-bushel average of wheat, 
certainly won't do that. 

Mr. Strxerrt. I said that was the 1958 average that we would esti- 
mate, Over a 10-year average, most. of this land that is being taken 
out under contract would probably run 8 or 10 or 12 bushels per acre. 
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I think we are getting a little bit off the track here with regard to 
the $2 figure. That is an average cost-share figure per acre for the 
kind of practices which the man might apply in combinations for soil 
and water treatment on the land that is under contract. 

Mr. Smirx of Kansas. Tell me how much the farmer is going to 
get—how much will the farmer get for his land ? 

Mr. Stixerr. The total contract cost-share payment that any farmer 
would draw is dependent upon what soil conservation practices and 
the amount he will install on his land. 

Mr. Smiru of Kansas. He is putting several acres back into grass— 
that is what he is doing. 

Mr. Srrxerr. In some cases, yes. 

Mr. Smiru of Kansas. What? 

Mr. Sirxerr. In some cases he is. He is, of course, also treating 
land which is in cultivation and will remain in cultivation. 

Mr. Smiru of Kansas. Very well. That is all. 

tir. Jones. Mr. Short. 

Mr. Snort. There is one thing that I would like to have cleared in 
my mind. You talk about reducing the cultivated acres on these farms 
under this program about a third... That. does not necessarily mean 
that you will reduce the wheat acreage on the farm a third. 

Do you have any statistics as to how much the allotments on those 
farms will be reduced? If you had that figure, it would be very 
helpful to me. 

The reason why I ask it, we found in North Dakota that a fairly en- 
couraging percentage of the people that were entering into this pro- 
gram were voluntarily abandoning wheat production on the farm. 
And I was curious to find out what route they had gone through to 
arrive at that conclusion. But they, apparently, through their own 
deliberations had convinced themselves that it was more profitable for 
them to seed their land to grass than it was to keep it in wheat pro- 
duction. 

I have been curious to know in the application of the program over 
the entire Great Plains area where it is applicable just exactly what the 
reaction was. I think it would be a very interesting figure if you 
people can come up with how much the actual allotted acres or the 
farms involved in this Great Plains program have been decreased by 
the application of the program. And it would be a voluntary thing, 
it seems to me, proving the individual had recognized that he was 
better off by reducing his wheat acreage. That happened in several 
instances, I know, in North Dakota. 

Mr. Luxer. I believe in North Dakota that that figure is 23 percent 
of the cropland in their portion of these contracts that has been re- 
duced. That is the way I recall the figures. The total here for all 
contracts amounts to 26 percent of the total crop acreage. This per- 
centage that I am talking about is low-grade cropland, generally, and 
is therefore more profitable to farm in grass and livestock than in the 
production of wheat. But they do in all of the Great Plains contracts 
retain their crop-acreage allotments and marketing quotas for the pur- 
pose of figuring any future allotments to those farms. 

But we do not think that the acreage that we are talking about here, 
substandard or low type of cropland, will come back into wheat pro- 
duction in the future. 
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Mr. SuHort. What I am getting at is just because a person has re- 
tired a section of his cultivated land does not mean that he has cut his 
wheat allotment, that is, in that same proportion. 

Mr. Luxer. He retains his wheat acreage allotment for the purpose 
of carrying out 

Mr. Suorr. For history purposes he retains it. He does not neces- 
sarily plant it. 

Mr. Sirxerr. It would be entirely possible under a Great Plains 
contract that the man would grow the same acreage of wheat that 
he did before. It would be entirely possible to do that. 

Mr. Suorr. That is what I am getting at. Up in our part of the 
country he could reduce his cultivated acres-75 percent and still pro- 
duce the same amount of wheat because our allotted acres are only 
about 25 percent of the cultivated acres on the farms. Thank you. 

Mr. Jones. What other crops are they taking out other than wheat, 
say, in North Dakota? 

Mr. Luxer. Well, there would be sorghums, principally, and there 
might be in the southern part of the Plains some cotton acreage. It 
would be all types of crops that are grown in the area, principally 
wheat and sorghum. 

Mr. Poace. Do you think you have taken out any cotton acreage 
in this program ? 

Mr. Luxer. Well, I think it is not very big, but there is some. 

Mr. Poacr. I doubt that you have taken out 100 acres of cotton. 

Mr. Luxer. I don’t know what the acreage would be for specific 
crops. We don’t have that figure here. I am only referring now to 
the total crops that are grown. 

Mr. Poace. [ don’t think these farmers have given up their allot- 
ments as you are suggesting. 

Mr. Luxer. They retain their allotments. They do retain under 
this program the acreage of their allotted crops that they are growing 
because this is not a production adjustment program. It is primarily 
a soil and water conservation program. And any adjustments that 
come in the allotments here are incidental to the attainment of a 
greater agricultural stability through taking out of production these 
low-grade lands. This change in land use is one of the primary pur- 
poses of this program. 

Mr. Poace. You take out the low-grade lands but do you take out 
the acres on which wheat is normally grown? I have farmed out in 
some of that country. And I don’t know anybody, I don’t know one 
human who has given up 20 acres of allotied land. I won’t say it has 
not happened, but I don’t know of anybody that has. Sure, they give 
up some land that they had in sorghum, they give up some land of 
that kind, but I don’t know of anybody taking out any allotted acres. 

Mr. Luxer. They retain their allotted acreage. 

Mr. Poacs. They are entitled to; aren’t they ? 

Mr. Luxer. They are under the provisions of Public Law 1021. 

Mr. Jones. Does somebody have the figures showing whether there 
has been any actual reduction in planted crops by virtue of this pro- 
gram ? 

Mr. Poaer. Allotted. 
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Mr. Jonns. Not planted, but allotted, that have been temporarily 
suspended, put it that way—they retained their allotment. but 1s there 
anyone who has that allotment who is not planting that allotment be- 
cause of this program ¢ 

Mr. Luxrr. We don’t have that kind of data, Mr. Jones. It would 
be a very difficult thing to get. It would be necessary to separate the 
different. kinds of crops in these acreages where there is a reduction 
to determine what is in each category. 

Mr. Jonrs. I may be all wrong but I think there was a feeling on 
the part of Congress that with the passage of the program that we 
were exnecting some curtailment of production, and certainly, some- 
where there are some figures that would indicate whether there was a 
curtailment of production because of this program. 

Mr. Louxer. The figures that I have given you here of a reduction 
in the crov acreage, are those kind of fieures. Just whet the acreage 
of each of the crops is in the acreage taken out of production is the 
point that I am saving that we would have some trouble in actually 
getting. This total acreage here of 124,000 acres is the contracted 
acreage to be taken out of cron vroduction in the Great Plains area 
in presently written contracts. That is what that fieure is. 

Mr. Poaae. You are talking abont oats and sorghums? 

Mr. T.cxer. It would be all kinds of crops. 

Mr. Poace. It would not be all kinds. That is inst it. It is not 
taking them out of cotton or ovt of wheat. I don’t think there has 
been a bit come out of cotton and wheat. That is what we reollv need 
to know. Mavbe I am wrong on that assumption. I would like to 
see some actual figures. If land is actually coming out of cotton and 
wheat, it would be good. 

Mr. Luxer. That comes back to the basic objective of this lecisla- 
tion which was not a production adjustment program. It is basically 
a soil and water conservation program. 

Mr. Poacr. I know that. but your first testimony here indicated, IT 
thought. they are getting rid of a lot of wheat acreage there. but the 
more TI think about it. the more I am convinced that you do not know 
whether you are getting rid of any wheat or not. I don’t think you 
ought to say that you are until you have some assurance that you are 
getting rid of allotted acres, not just acres. I don’t think we are. If 
yon actually are and know it, we would be very happy to know it. also. 

Mr. Luxer. We don’t have that kind of information available at 
this time. Actually, it is acreage of different kinds of crons thot are 
being reduced in this program, and drawn together in terms of crop 
acres. 

Mr. Jonrs. If my computation is correct, we have a little over 1 
percent of the acreage involved in this 4 million acres which is actually 
going to be taken out of what you would say would be having crop 
production on that. 

Mr. Luxer. No; that is the total acreage in these contracts. a large 
portion of which is already in permanent vegetation. Out of this total 
of 4 million or thereabouts, there is only a total of 472,000 acres that 
are in crops. That is the total cropland. And out of the total of 
472,000 acres in crops, there is a total of around 124,000 acres that is 
generally unsuited to permanent production of cultivated crops. And 
under this program we would recommend that it stay in permanent 
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vegetation. So that you would have in those figures about 26 percent 
of the land in crops coming out of crop production and going into per- 
manent vegetation. 

Mr. Jones. Do you have any further questions? 

Mr. Sariru of Kansas. No. 

Mr. Jones. Mr. Short ? 

Mr. Suorr. No. 

Mr. Jones. I want to again express our regrets that we were so late 
in getting started. We had an executive meeting of the full committee. 
We have run overtime this morning, although we did not have the 
allotted time that we were to have. I hope in the morning that we will 
get started on time. I don’t see anything now that will prevent us 
from getting started a 10 o’clock. The commitee will now stand in 
recess until 10 o’clock in the morning. 

(Whereupon, at 12:20 p.m., the subcommittee recessed, to recon- 
vene at 10 a.m., Thursday, February 26, 1959.) 
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THURSDAY, FEBRUARY 26, 1959 


House or REPRESENTATIVES, 
Com™MopiITty SUBCOMMITTEE ON WHEAT 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 1310, 
New House Office Building, Hon. Carl Albert (chairman of the sub- 
committee) presiding. 

Present : Representatives Albert, Jones, Breeding, Belcher, Smith 
of Kansas, Short, and Latta. 

Also present: Representatives Johnson of Wisconsin, May, and 
Johnson of Colorado. 

John J. Heimburger, counsel; Hyde Murray, assistant clerk. 

Mr. Ausertr. The subcommittee will come to order. 

Although we don’t have a quorum, we will proceed because we have 
quite a heavy schedule trying to finish these hearings today. Before 
we proceed with the new material, Congressman Smith of Kansas has 
a question that he would like to ask of some of those who have testi- 
fied previously. Congressman Smith. 


STATEMENT OF JAMES B. DYESS, WHEAT SPECIALIST, GRAIN DIVI- 
SION, COMMODITY STABILIZATION SERVICE, U.S. DEPARTMENT 
OF AGRICULTURE 


Mr. Smrru of Kansas. Mr. Dyess, will you please come forward. 

Mr. Dyess, there has been considerable t testimony that the big sur- 
plus of Hard Red Winter w heat is out in the High Plains region. 
I will ask you whether or not in your opinion this big surplus of this 
type of Hard Red Winter w heat is due to the fact that there is sO 
much overplanted in that area and that this overplanted wheat is 
dumped on the market. 

Mr. Dyess. I would say that the surplus is not due primarily to 
overplanting in that area 

Approximately 50 percent of all of the acreage of wheat in the 
United States is located in the High Plains area. ‘Out of the total ex- 
cess acreage of 6.3 million acres, seeded in excess of allotments in 1958 
there was overplanted on farms subject to marketing quota penalties 
only about 1,800,000 acres for the entire United States out of the ap- 
proximately 56 million acres seeded. Most of the farms in the High 
Plains area are the larger farms which seed more than 15 acres of 
wheat. We do not have this data summarized just for the High Plains 
area. However, we can get that and have it inserted in the record, if 
you desire it. 
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(The data referred to above are as follows :) 


Comparison of overplanting of 1958 wheat acreage allotments in the Great Plaing 
area and the Coru Belt area 


} Acreage of 


| 
Total | wheat in | Percent 
allotment | excess of excess acres 
Area | assigned to | allotment | are of total 
farmsin | onnon- | allotment 
1958 | complying 
| farms in 1958 | 
Great Plains (composed of western portions of Nebraska, 
Kansas, Oklahoma, and Texas and eastern portions of | | 
Wyoming, Colorado, and New Mexico) _...-| 21, 649, 269 | 1, 372, 880 | 6.3 
Corn Belt (composed of Ohio, Indiana, Illinois, Michigan, | 
Wisconsin, and Missouri and eastern portions of Kansas | 
I tp ecniduekbmae | 8, 884, 906 2, 861, 149 32, 2 


The surplus of the Hard Red Winter wheat is possibly due toa 
great extent to very good weather we have had in the last 2 or 3 years 
out there where we have had very abnormally high yields, much 
higher than we can expect over a long period of time. 

Mr, Smiru of Kansas. It is your opinion, based upon statistics, that 
this excess planting of Hard Winter wheat does not: affect the surplus 
out there any more than it does any other place. 

Mr. Dyess. I would say there is probably less overplanting in the 
Hard Red Winter wheat than there are in some other areas. 

My. Smirn of Kansas. That is all. 

Mr. Avserr. Thank you. 

Now, Mr. Heimburger. 

I have asked Mr. Heimburger to sort of moderate in trying to push 
this through just as fast as “possible so as to cover the entire field. 
It will be understood that the members of the committee can ask 
questions. Let us do it in a systematic manner and as expeditiously 
as possible. 

Mr. Hermeurcer. Mr. Chairman, the first witness this morning is 
William J. Sallee of the Soil Bank Division of the Commodity 
Stabilization Service. Will you come up, Mr. Sallee, for the pur- 
pose of telling the committee what the effect of the soil bank program 
has been on wheat production and what projections you can make for 
the future as to the effect of the conservation reserve on wheat pro- 
duction. Mr. Sallee. 
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STATEMENT OF WILLIAM J. SALLEE, SOIL BANK DIVISION, COM- 
MODITY STABILIZATION SERVICE, U.S. DEPARTMENT OF AGRI- 
CULTURE 


Mr. Sauer. It is a pleasure to be here this morning to present this 
information to you regarding the soil bank program. I think we 
intend to deal mostly with the conservation reserve program which 
is the active program at this time. 

The soil bank program was enacted in 1956. The conservation 
reserve phase, as you probably are aware, is the long-term approach 
of the soil bank program which is aimed at overall production ad- 
justment while at the same time aiding the cause of conservation. 

In the conservation reserve program we enter into contracts 
with farmers for periods of 3 to 10 years. Annual payments are made 
to the contract signers as compensation for the reduction of their acre- 
age of crops. 

We also make cost-share payments to assist the farmers in estab- 
lishing one of the approved conservation uses, such as grass, trees, 
water storage facilities, and wildlife cover. The land eligible for this 
program is that classified as cropland plus certain hay lands. 

The conservation reserve program has been developed to obtain 
average or below average quility land but we know of many instances 
that we do have under contract land which is above average quality. 

To give you a little idea of our present situation in regard to the 
program we have under contract for the years 1956 through 1958, ap- 
proximately 9,899,000 acres. And for 1959, during the signup con- 
ducted this past fall, and had a goal of 12.5 million acres, we had 
offered for contract 20,022,786 acres. 

We expect to be able to have under contract. for ee, approximately 
13.2 million acres, giving us an estimated total of 23.2 million acres 
contracted thr ough 1959. 

I would like to refer you to the map which was passed out. 

Mr. Atrert. Without objection this map will be inserted in the 
record at this point. 
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Mr. Satiee. You will notice on this map that it shows the percent- 
age of acres of cropland by States which will be taken out of produc- 
tion under the conservation reserve program. This is the estimated 
situation which includes 1959 estimated acreage. I might say that in 
two or three States, such as South Dakota and North Dakota, that 
percentage will be a little larger because of reallocation of funds to 
those States in recent weeks, since this map was prepared. I believe 
that would be true, probably, of Utah, too. But this is a very close 
estimate of our participation by States in the percentage of cropland 
taken out of production. 

I might now give you some material as to the number of acres con- 
tracted or which we expect to be contracted through 1959 by wheat 
areas. The Hard Red Spring wheat area, Montana, North and South 
Dakota, and Minnesota, we expect to have under contract approxi- 
mately 5,569,125 acres. 

In the Hard Red Winter wheat area, using the States of Wyoming, 
Utah, Colorado, Nebraska, Kansas, Oklahoma, Texas, and New Mex- 
ico, we expect to have under contract approximately 8,736,192 acres, 
or a total for the two Hard Red wheat areas of approximately 
14,805,000 acres. 

We recently conducted an analysis of participation by crops and 
projected an estimate of the normal acreage devoted to certain crops 
on acreage which will be in the conservation reserve program through 
1959 and also the estimated reduction in production of such crops. 
That is the other material we handed you. 

Mr. Ausert. Without objection that will, also, be inserted in the 
record at this point. 

(The table is as follows :) 


Estimated normal acreage and production of specified crops on land in the 
conservation reserve for the 1959 crop year? 


Estimated 
Cropland us¢ normal Estimated normal] production 2 
acreage 


1. Corn 3,697,000 | 142,671,000 bushels. 

2. Wheat_. . : Pai aoe : 2, 356, 000 | 45,000,000 bushels. 

3. Cotton..-. a a sess iits oi eaicaih ‘ = 571,000 | 378,000 bales. 

4. Peanuts-. . stan nase . 133,000 | 103,786,000 pounds 
FO no bkd 85556565 526005 Shee ac asebats , »s 4,000 | 140,000 hundredweight. 
6. Tobacco = ; ae dein : zs 10,000 | 14,913,000 pounds. 

7. Oats ca Rehstecen dee bos . 3, 609, 000 | 123,780,000 bushels. 

8. Barley_.-- Dias e etait nana 1, 335, 000 | 36,178,000 bushels. 

9, Soybeans te aida eters ; re auubasaael 968, 000 | 18,389,000 bushels. 

10. Sorghum grain..........--- é t beerennwcn! 3, 547, 000 | 83,352,000 bushels. 

11. Flaxseed (ouutin iannatal ‘ woweed 470, 000 | 3,391,000 bushels. 

BE: DE GEO EIR, 6 dn bn nas cccccascads bh anita ilcte 73, 000 | 672,000 hundredweight. 
13. Irish potatoes baeie acaeue sn enedoeganan’ 32,000 | 7,206,000 hundredweight. 
14. Hay and pasture-. cubensis ; | 3,711,000 | 5,605,000 tons, hay equivalent. 
15. Vegetables__---. scat - cniaenithh ed bi bieg bhetdadell 178, 000 | (No estimate.) 

16. Other crops, summer fallow, Idle and Failure ___- = 3, 166, 000 Do. 

17. Total, including duplication. -- —' ..-| 3 23,860,000 

18. Estimated conservation reserve acres--...---- .-.-| 3 23, 241,000 





Does not represent only changes from 1958 to 1959—part of the acreage involved was put under reserve 
contracts in 1958 or earlier years. 

2 Item 17 is larger than item 18 due to double cropping, crop failure replanted, and similar unusual land 
uses. Conservation reserve acres (item 18) reflect estimated achievement at end of current contract signing 
period based on present State authorizations. 

’ The estimated normal production is based on the average yields for the past five years (1954-58) adjusted 
for the location and quality of the land signed up under the conservation reserve program. 
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Mr. Sauier. On the back of the USDA news release, dated Febru- 
ary 13, you will note that the estimated reduction in the acreage nor- 
mally devoted to wheat is 2,356,000 acres. The estimated production 
which we have projected to be taken out from under production is 45 
million bushels of wheat 

Mr. SuHorr. We are now talking about the conservation program, 
From the picture presented here you could assume in a lot of cases 
it was taken out of production. The thing that I can’t quite under- 
stand, I think that is very important, is how mi iny actual allotted acres 
were taken out. Up in my country you can take out about 75 percent 
of your cultivated acres and not affect wheat production one iota. 
I think you can do that to a large extent over the Great Plains area. 
I think you have got to be a little more specific here as to how many 
actual allotted acres the conservation reserves program has taken out 
of production before you can have these assumptions. 

Mr. Sauer. Congressman, I might point out, sir, that in our pro- 
gram we can attack this problem in two methods. 

First of all, we establish under the conservation reserve program a 
soil bank base for the farm. And where we have part farm participa- 
tion, a farmer has to place under contract a certain amount of his soil 
bank base which, as you probably know, is the average production of 
the past 2 years of soil bank base crops; in other w ords, crops nor- 
mally harvested for grain, such crops as wheat, oats, barley, and 
grain sorghums. And where a farmer participates on a part-farm 
basis, he has to place in the program so much of the soil bank acreage 
before he can designate a certain amount of nonsoil bank base acreage. 

So we know we are taking out of production a total of all crops on 
these part farms up to the soil bank base acres designated. 

And in getting this data that we are presenting here this morning 
we went to the States and got reports from sample counties, in which 
they made a very close ¢ check on the amount of the reduction on these 
farms that were participating through the use of this soil bank base. 

Another part of our program for this coming year, particularly, is 
that on whole farms. We know that when we take whole farms out 
of production that we are getting all of the crop allotments which are 
on that farm. We know that we are getting allotment reduction there. 

So far as these acres are concerned we present here this morning 
and this yield, that is the estimated yield, it is a sampling of repre- 
sentative counties over the Nation in which the county committees, 
county officers have checked closely this soil bank base reduction of 
these farms and reduction of wheat on such farms, plus the whole farm 
signed up in the program. Then it has been projected nationwide. 
I would say it is a fairly close estimate. 

Mr. Argertr. Of course this reduction of 45 million bushels relates 
partly to allotted and partly to unallotted acres. 

Mr. Sater. In getting these figures from the sample counties, we 
requested harvested acres, that is, the ac reage the farmer had been 
planting and harvesting. In other words, if he seeded above his allot- 
ment those figures are recognized here in our report. If he did not 
plant his allotment, it is not in the report. 

Mr. Auserr. Are there any more questions ? 

Mr. Satire. I might say regarding the production projec tion that 
the production is based on the average yields for the past 5 years, using 
the years 1954 through 1958, adjusted for the location and quality of 
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the land signed up on the conservation reserve program. So we did 
not use the highest national yield. 

I might cover that point a little further by saying that the average 
yield over the Nation for the period 1954 through 1958 is 21.4 bushels 
of wheat, and we have used in this report a production figure of 19.1 
bushels. So we have dropped below the average yield in getting this 
estimated production. 

Mr. Avsert. Do you have anything else to add? Does that com- 
plete your remarks? Do you have any data on acreage reserve ? 

Mr. Sauer. Yes, sir; that is what I was turning to here. I would 
like to give that to you. 

Mr. Arserr. You might give that briefly. Will you please insert 
in the record the entire history of the acreage reserve program in 
terms of acres and costs for the period during which it was in effect ? 
Also, do you have anybody that can, or can you testify as to the feas- 
ibility of a payment-in-kind program under an acreage reserve pro- 
gram for wheat? Would that come under somebody else’s jurisdic- 
tion ? 

(The information is as follows :) 


Summary of acreage reserve program 


‘ : beiiaisaed ————--- OTe 
Crop Number of | Acres in 





| Payment 
| agreements reserve obligation 
sie sieht tie dia tt ae = 
1958 program: | | 
W heat niin . 174, 451 §, 289, 477 $105, 111, 500 
Corn | 355, 789 | 6, 658, 093 282, 255, 190 
Cotton . nae ni mataas 144, 618 | 4,925,957 | 270, 207, 669 
YAM eae $ > bias Joa csi A | 5, 530 | 174, 198 11, 941, 731 
Tobacco ‘ | 68, 832 | 110, 618 26, 516, 210 
Total ob £4 _— seehoed 1, 049, 270 17, 158, 343 696, 032, 300 
- aoe = — 
1957 program | | 
W heat aa ——— ak _ | 233, 004 12, 783, 192 230, 851, 526 
Corn baal 323, 686 | 5, 233, 478 196, 417, 873 
Cotton as os | 301, 053 3, 015, 030 153, 296, 122 
Rice Pa an i ee 4, 825 242, O17 15, 466, 625 
Tobacco 51, 828 | 79, 701 17. 806, 424 
ne i ke Py ee ee a: cok 914, 306 21, 354, O15 613, 838, 570 
1955 program 
W heat 110, 974 5,670,441 | 44, 739, 889 
Corn ins 314, 761 5, 315, 578 | 179, 664, 064 
Cotton acetal 95, 669 1,121,151 | 27, 336, 091 
Rice 1,117 28, 162 | 1, 394, 294 
Peanuts 5, 310 14, 000 595, 626 
Tobacco 2), 093 32, 502 | 6, 633, 018 
aiapsbdacsl — lei 
DRE. <5 citnannbnnwndnbeee 547, 924 12, 211, 834 | 260, 362, 982 


Summary of conservation reserve program—Data for new land contracted each 


year 

: ; : steele 

| | Reserve | Rental | Practice | Total 
Year | Contracts ! acres | obligations | obligations ? obligations 2 

per year 

1956... ¥ 16, 327 1, 428, 772 $12, 400,806 | $11,089,000 | $23, 489, 806 
1957_. 63, 464 4, 998, 397 $4, 426, 307 42, 955, 000 87, 381, 307 
1958. - 46, 724 3, 471, 897 30, 957, 660 3}, 250, 221 62, 207, S81 





1 Net number of contracts excluding duplication where land is contracted in 2 or more separate years. 
? Does not include amounts transferred to Forest Service for tree seedlings by programs as follows: 1957, 
$6,847,619; 1958, $3,468,343, 


Notr.—The final expenditures may be some less than the above-stated obligations as a result of viola- 
ions, cancellations, ete. 
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Mr. Sauiee. On that question, sir, I believe that would be a policy 
question that I would not be able to answer here this morning. 

Mr. Avsert. It would not be a policy question. We would not ex- 
pect you to recommend it, simply to state within what limits such a 
thing might be done without doing any damage or otherwise disturb- 
ing the operation of the wheat production. 

Go ahead. 

Mr. Sauxer. I haven’t been working on that part of the program, 
Congressman Albert, and, therefore, I don’t believe I am capable of 
answering that question at this time. 

In regard to the estimated reduction in production of wheat at- 
tributable to the soil bank programs in the year of 1956 it is estimated 
as 27,500,000 bushels under the acreage reserve program. In 1957, 
a reduction of 175 million bushels. And in 1958, 117 million bushels. 
Or giving an estimated total of 319,500,000 bushel reduction as a re- 
sult of the Acreage Reserve program. 

Under the conservation reserve program we do not figure any re- 
duction in wheat for 1956 since the program was so late getting into 
the field. 

Mr. Atsert. How much did the acreage reserve program cost? 
Can you furnish that later? 

Mr. Sater. I can furnish that later. 

Mr. Atsert. We would appreciate your doing so, 

(The information is as follows :) 

The total payment obligation during the 3 years of the acreage reserve pro- 
gram, 1956, 1957, and 1958, was $1,570,233,852. 

Mr. Sauer. The conservation reserve 1957 is estimated at 9,399,000 
bushels; in 1958, 17,845,000 bushels; in 1959, 45,002,900 bushels, giving 
a total of the conservation reserve program of 72,246,000 bushels of re- 
duction in wheat production or a grand total soil bank program esti- 
mated through 1959 of 391,746,000 bushels. 

Mr. Azert. Can you give the cost figures on the acreage reserve 
program for those years? 

Mr. Satier. Yes,sir. Let me furnish those later. 

Mr. Arsert. Without objection that will be done. 

(The information is as follows:) 


Acreage reserve program, wheat 











Year | Number Acres in | Payment 
iwreements | reserve obligation 
ov oes si ain a | 

BR ncceterae ‘ . 110, 974 | 5, 670,441 | $44, 739, 889 
ME ctonecckentees 233, 004 12, 783, 192 230, 851, 526 
a ‘ d 174. 451 5, 289, 477 105, 111, 500 
Se pabcaokae theca dates ancseens 518, 429 23, 743, 110 380, 702, 915 
Note —The final expenditures may be some less than the above stated obligations as a result of violations, 


cancellations, ete. 


Mr. Aupert. Any questions of Mr. Sallee? John, do you have 
anything ? 

Mr. Hermeurcer. No, I have not. 

Mr. Avpzert. If not, we thank you very much for your presenta- 
tion. Will you stand by for future questions, if necessary ? 

Mr. Satire. Thank you. 
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Mr. Hermpurcer. Mr. Chairman, before we get into the big subject 
of this morning’s discussion, which is the export program, we do have 
Howard P. Davis here from the Food Distribution Branch to discuss 
briefly with the committee the donation programs in which wheat 
is involved. Will you come up, Mr. Davis. 

Mr. Atzert. We will be glad to hear from you. 


STATEMENT OF HOWARD P. DAVIS, FOOD DISTRIBUTION DIVISION, 
AGRICULTURAL MARKETING SERVICE, U.S. DEPARTMENT OF 
AGRICULTURE 


Mr. Davis. I do not have a prepared statement on this phase of the 
surplus disposal program, Mr. Chairman. I might give you a few 
brief comments on it and then will be glad to answer any questions 
you may have. 

We have been donating principally flour, some wheat, since 1955 
under title III of section 416 legislation. 

We have been making that ‘available both to those eligible in this 
country and, also, to foreign distribution through U.S. voluntary 
agencies, 

Our total distribution since 1955 on both domestic and foreign has 
run around the equivalent of 64 million bushels. That is in addition 
to the donation programs under title II of Public Law 480. That 
program is administered by ICA and I am not prepared to answer too 
many questions on that title. 

Mr. Aupert. Do you have the total amount that they have donated 4 

Mr. Davis. Yes, sir. Since 1954 under title II, I believe the table 
which you have shows a total of around 54.5 million bushels equiva- 
lent. A good bit of that went under title Il as wheat, as I under- 
stand it. 

During the past year or so, as you pear know, the number of 
persons who are needy families would have been receiving donated 
foods in this country has climbed rather rapidly. At the present 
time, that is, as of December, there were some 5,200,000 needy persons 
in this country living in their own homes receiving these donated 
foods, including flour. 

In addition to that, some 12 million schoolchildren receive flour in 
school lunch programs. And about 1.4 million persons in charitable 
institutions. 

Our total distribution domestically during the fiscal year of 1958 
was 1,048,000 pounds of which—I am sorry that was the total figure— 
of which 280 million pounds were distributed domestically. 

Mr. Avserr. That was a billion pounds? 

Mr. Davis. I am sorry, I better go over it again. It was 1,049 mil- 
lion pounds total during 1958, of which 280 million pounds were dis- 
tributed domestically. 

So far, the first half of this fiscal year the total has been 604 million, 
of which 189.6 million was distributed domestically. 

This represents about one-third of the total counties of the food 
donation program. 

I think that in some areas of this country that are experiencing 
very difficult economic problems that this flour has been quite helpful. 
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Perhaps there is some question as to the percentage of additional con- 
sumption that this has meant, but, certainly, it has put some of our 
surplus stocks into very constructive use. 

Mr. Apert. Do you have with you any statement or information 
as to the possible expansion of outlets through the donation programs 
to people, either in this country or anywhere in the world? We read 
all of the time about millions going to bed every night in the free 
world without enough to eat w ‘hile we have these terrific surpluses 
and are spending billions on foreign aid and military aid and all of 
this sort of thing trying to keep the world free and at peace. Is there 
anybody in the Department of Agriculture or any other department 
that can open up some new avenues in which to sell or to give away 
wheat which we have and do not ourselves need ? 

Mr. Davis. I think the Secretary has announced that the Depart- 
ment will be exploring any and all possibilities to do just as you 
suggest. 

I think from my own personal observation in a number of these 
foreign countries that the big possibility might very well be some 
expansion of the school lunch programs, in a “number of these coun- 
tries that are not familiar with wheat products and not used to eating 
them. One of the problems on the foreign distribution side is the un- 
familiarity of large groups of people w ith wheat products. And the 
voluntary agencies who distribute this spend a great deal of effort in 
teaching these families how to use it. But, usually, it is quite difficult 
to reach individual families. 

But reaching through institutional feeding such as school lunch 
programs I think would offer quite a bit of possibility for expansion, 

I think the experiences that we have had with the Japanese school 
lunch program has been quite significant. 

There are several in north Africa where clear out in the middle of 
the desert you will find them baking white buns for the school lunch 
program in very primitive ovens. 

I think it is introducing to a lot of new people a product with which 
they have not been familiar. I think that, perhaps, that would offer 
the biggest possibility. 

We are now making flour available in this country to all eligible 
outlets, to all needy persons for whom the States have developed dis- 
tribution programs. 

Mr. Atsert. May I ask you, too, whether the law as it now stands 
is sufficient to permit the Department to expand greatly outlets of this 
kind anywhere in the free world ? 

Mr. Davis. Generally speaking, I would say that there probably is 
sufficient legislation. 

The problems in expansion are administrative, probably budgetwise. 

The section 416 program, of course, provides for donation to U. S. 
voluntary agencies. Their ability to supervise these programs in 
foreign countries is limited by their financial resources, their ability to 
provide adequate staffs. I think that any rather material increase in 
that sort of a program such as a school lunch program in some of these 
other countries might very well require increased money for, perhaps, 
ICA or some other governmental agency to administer the program, 
but so far as enabling legislation, T think perhaps there is enough 
authority. 
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Mr. Avgerr. You speak of the school lunch outlets. We had one 
major general program a few years ago under the Pakistan gift. 
What was the experience there? That was a general gift, was it not. 
available throughout the country ? 

Mr. Davis. Iam not familiar with that particular program. When 
I was there 2 years ago I was rather impressed with the “fact that any 
school feeding program was limited by the fact that there were not too 
many schools. 

Mr. Avserr. This wasa gift of several million bushels to the Govern- 
ment of Pakistan or the people of Pakistan for general distribution, 
as I recall. And I just wondered how that was handled. Do we have 
anybody that can answer that question ? 

Mr. Davis. I rather imagine that was a charter 2 program. 

Mr. Avzerr. It was a special act, that was a special act of Congress. 
It was, I believe, about a million tons. It was 5 or 6 years ago. 

Mr. Cummines. In 1953 and 1954. 

Mr. Axserr. I would like to have something furnished on that 
experience because, obviously, if we cannot expand foreign outlets 
through gifts or otherwise, why we are not going to get rid of the 
wheat surplus in this country. Getting rid of 30 or 40 million bushels 
will not solve the problem. It seems to me this is a place where the 
Department of Agriculture and others in the Government can use a 
little imagination and doa lot of good. 

I should like before we get through with this, to have a statement 
on the Pakistan gift and the possibility of any further programs of 
that kind. I should like to get somebody in to testify on that. 

Mr. Hermpurcer. I think the witnesses from the FAS, who will 
come up next, can provide us with that. 

Mr. Jomnson of Wisconsin. Do you have charge of the distribution 
of surplus products in the United States ? 

Mr. Davis. Yes, sir. 

Mr. Jounson of Wisconsin. In addition to being familiar with how 
surplus products were being used in Wisconsin, I “made a survey this 
fall of my district. Of the 71 counties, there were only 21 receiving 
surplus commodities. And in talking with local welfare people they 
told me they have not used the products because of the red tape, to get 
one sack of flour they have to do so much work. 

Maybe you have got too many employees. You have too much 
redtape for these products. 

I notice you said that you needed more. Have you anything to say 
on that? 

Mr. Davis. Well, sir, as far the rules and regulations governing 
the domestic program are concerned, we have tried our level best to 
keep them just-as broad and flexible as we possibly ean. 

We place major responsibility on the State agencies for administer- 
ing the program within the State, using their own standards of 
eligibility and their own procedures and forms and so on. 

Obviousiy, however, we do have to guarantee that this very fine 
food is protected, not wasted, not lost, and, certainly, that it goes to 
the people for whom it was intended. 

On the other side of the picture, you have the problem of limiting 
this distribution to those people who would not be able to buy that 


food. Otherwise, you are immediately displacing.normal sales, you 
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are increasing your problems, the Commodity Credit Corporation 
has to take over just that much more. 

Now we do require a careful account. We do, however, recognize 
there are normal losses in handling. Certainly, in commercial chan- 
nels there are recognized losses in handling. We do take that into con- 
sideration. 

Mr. Jounson of Wisconsin. Can you furnish us with the regula- 
tions that are in force at this time ? 

Mr. Davis. I didn’t hear the first part. 

Mr. Jonnson of Wisconsin. You Sit) that you have written 
regulations. 

Mr. Davis. Yes, sir. 

Mr. Jonnson of Wisconsin. Could you furnish the committee with 
copies of those regulations / 

Mr. Davis. Yes,sir. I could. 

Mr. Atsert. That will be made a part of the record. 

(The information is as follows :) 


CHAPTER V—AGRICULTURAL MARKETING SERVICE, DEPARTMENT 
OF AGRICULTURE 
SUBCHAPTER A—-GENERAL REGULATIONS AND POLICIES 


PART 503—DONATION OF FOOD COMMODITIES FOR USE IN UNITED STATES FOR SCHOOL 
LUNCH PROGRAMS, SUMMER CAMPS FOR CHILDREN, AND RELIEF PURPOSES, AND IN 
STATE CORRECTIONAL INSTITUTIONS FOR MINORS 


Sec. 

503.1 General purpose and scope. 

503.2 Administration. 

503.3 Definitions. 

503.4 Availability of commodities 

503.5 Eligible distributing agencies. 

503.6 Obligations of distributing agencies. 

503.7 Disposition of damaged or out-of-condition commodities 
503.8 Eligible recipient agencies. 

503.9 Eligible recipients. 


503.10 Miscellaneous provisions. 
503.11 Where to obtain information 
503.12 Amendments. 

AUTHORITY : §§ 503.1 to 503.12 issued under R.S. 161, sec. 416, 63 Stat. 1058, as amended; 
7 U.S.C. 1431, Interpret or apply sec. 32, 49 Stat. 774, as amended, sec. 69, 60 Stat. 231, 
233, sec. 210, 70 Stat. 202, 72 Stat. 164, 287, 1792; 7 U.S.C. 612c, 42 U.S.C. 1755, 1758, 
7 U.S.C. 1859. 

§ 503.1 General purpose and scope. (a) This part contains the regulations 
prescribing the terms and conditions uader which commodities may be obtained 
by Federal, State and private agencies for use in the United States in schools 
operating nonprofit school-lunch programs, in nonprofit summer camps for chil- 
dren, by needy Indians on reservations, in institutions, in State correctional 
institutions for minors, and in the assistance of other needy persons. 

(b) The legislation under which commodities are distributed for the stated 
purposes is as follows: 

*(1) Section 416 of the Agricultural Act of 1949, as amended (hereinafter 
referred to as ‘section 416’), which reads in part as follows: ‘In order to prevent 
the waste of commodities acquired through price-support operations by the Com- 
modity Credit Corporation before they can be disposed of in normal domestic 
channels without impairment of the price-support program or sold abroad at com- 
petitive world prices, the Commodity Credit Corporation is authorized, on such 
terms and under such regulations as the Secretary may deem in the public inter- 
est * * * (3) in the case of food commodities to donate such commodities to the 
Burean of Indian Affairs and to such State, Federal, or private agencies as may 
be designated by the proper State or Federal authority and approved by the 
Secretary, for use in the United States in nonprofit school-lunch programs, in 
nonprofit summer camps for children, in the assistance of needy persons, and in 
charitable institutions, including hospitals, to the extent that needy persons are 
served * * *. In the case of (3) * * * the Secretary shall obtain such assur- 
ance as he deems necessary that the recipients thereof will not diminish their 
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normal expenditures for food by reason of such donation. In order to facilitate 
the appropriate disposal of such commodities, the Secretary may, from time to 
time, estimate and announce the quantity of such commodities whieh he antici- 
pates will become available for distribution under (3) * * *. The Commodity 
Credit Corporation may pay, with respect to commodities disposed of under this 
section, reprocessing, packaging, transportation, handling, and other charges 
accruing up to the time of their delivery to a Federal agency or to the designated 
State or private agency, in the case of commodities made available for use within 
the United States * * *. In addition, in the case of food commodities disposed 
ef under this section, the Commodity Credit Corporation may pay the cost of 
processing such commodities into a form suitable for home or institutional use, 
such processing to be accomplished through private trade facilities to the greatest 
extent possible. For the purpose of this section the terms “State” and “United 
States” include the District of Columbia and any Territory or possession of the 
United States.’ P 

“(2) Section 210 of the Agricultural Act of 1956 (hereinafter referred to as 
‘section 210’), which reads in part as follows: ‘Notwithstanding any other limita- 
tion as to the disposal of surplus commodities acquired through price-support 
operations, the Commodity Credit Corporation is authorized on such terms and 
under such regulations as the Secretary of Agriculture may deem in the public 
interest, and upon application, to donate food commodities acquired through 
price-support operations * * * to State correctional institutions for minors, 
other than those in which food service is provided for inmates on a fee, contract 
or concession basis.’ 

“(8) Section 32 of Public Law 320, 74th Congress, as amended (hereinafter 
referred to as ‘section 32’), which reads in part as follows: ‘There is hereby 
appropriated for each fiscal year beginning with the fiscal year ending June 30, 
1936 an amount equal to 30 per centum of the gross receipts from duties col- 
lected under the customs laws during the period January 1 to December 31, both 
inclusive, preceding the beginning of each such fiscal year. Such sums shall be 
maintained in a separate fund and shall be used by the Secretary of Agriculture 
only to * * * (2) encourage the domestic consumption of such [agricultural] 
commodities or products by diverting them * * * from the normal channels of 
trade and commerce * * * 

“(4) Public Law 165, 75th Congress, as amended, which supplemented section 
32 and reads in part as follows: ‘In carrying out clause (2) of section 32, the 
funds appropriated by said section may be used for the purchase * * * of agri- 
cultural commodities and products thereof, and such commodities * * * may be 
donated for relief purposes, and for use in nonprofit summer camps for children.’ 

“(5) Section 9 of the act of September 6, 1958 which reads in part as follows: 
‘Notwithstanding any other provision of law (1) those areas under the juris- 
diction or administration of the United States are authorized to receive from the 
Department of Agriculture for distribution on the same basis as domestic dis- 
tribution in any State, Territory, or possession of the United States, without 
exchange of funds, such surplus commodities as may be available pursuant to 
clause (2) of section 32 of the act of August 24, 1935, as amended (7 U.S.C. 612c), 
and section 416 of the Agricultural Act of 1949, as amended (7 U.S.C. 1431); 
** *? 

“(6) The Department of the Interior and and Related Agencies Appropriation 
Act, 1959, which reads in part as follows ‘Notwithstanding the provisions of 
any law, the Trust Territory of the Pacific Islands is authorized to receive, dur- 
ing the current fiscal year, from the Department of Agriculture for distribution 
on the same basis as domestic distribution in any State, Territory, or possession 
of the United States, without exchange of funds, such surplus food commodities 
as may be available pursuant to section 32 of the act of August 24, 1935, as 
amended (7 U.S.C. 612e), and section 416 of the Agricultural Act of 1949, as 
amended (7 U.S.C. 1431).’ 

“(7) Section 6 of the National School Lunch Act (hereinafter referred to as 
‘section 6’), which reads in part as follows: ‘The funds appropriated for any 
fiscal year for carrying out the provisions of this act, less not to exceed 314 
per centum thereof hereby made available to the Secretary for his administrative 
expenses and less the amount apportioned by him pursuant to sections 4, 5 and 
10, shall be available to the Secretary during such year for direct expenditure 
by him for agricultural commodities and other foods to be distributed among the 
States and schools participating in the school-lunch program under this act in 
accordance with the needs as determined by the local school authorities.’ 
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“(8) Section 9 of the National Schvol Lunch Act which reads in part as fol- 
lows: ‘Commodities purchased under the authority of section 32 of the act of 
August 24, 1935 (49 Stat. 774), as amended, may be donated by the Secretary to 
schools, in accordance with the needs as determined by local school authorities, 
for utilization in the school-lunch program under this act as well as to other 
schools carrying out nonprofit school-lunch programs and institutions authorized 
to receive such commodities.’ ” 

§ 503.2. Administration. The Agricultural Marketing Service (hereinafter 
referred to as “AMS”) of the United States Department of Agriculture shall 
have responsibility for the program of donation of food commodities under 
this part. 

§ 503.3. Definitions. (a) “Department” means the United States Department 
of Agriculture or the Commodity Credit Corporation, whichever is donor under 
the pertinent legislation. 

(b) “Secretary” means the Secretary of Agriculture. 

(c) “State and United States” include the District of Columbia, Hawaii, 
Alaska, Puerto Rico, Guam, and the Virgin Islands, and, except with reference 
to commodities donated under section 6, also include other possessions of the 
United States, the Trust Territory of the Pacific Islands, and those areas under 
the jurisdiction or administration of the United States. 

(d) “Distributing agencies” means State, Federal or private agencies which 
enter into agreements with the Department for the distribution of commodities 
to eligible recipient agencies and recipients. A distributing agency may also 
be a recipient agency. 

fe) “Subdistributing agencies” means agencies performing one or more dis- 
tribution functions for distributing agencies other than, or in addition to, fune- 
tions normally performed by common carriers or warehousemen. A subdistribut- 
ing agency also may be a recipient agency. 

(f) “Recipient agencies” means schools, summer camps for children, institu- 
tions, welfare agencies, or disaster organizations receiving commodities for their 
own use or for distribution to eligible recipients. 

(z) “Recipients” mesns needy Indians, other needy persons, and disaster 
victims receiving commodities for their own use. 

(h) “Nonprofit Lunch Program” means a food service maintained by a school 
for the benefit of children, all of the income from which is used solely for the 
operation or improvement of the food service and which is not operated under 
a fee. concession or contract arrangement. 

(i) “School” means the governing body responsible for the administration of a 
public or nonprofit private school of high school grade or under, as defined in the 
statutes of the State, and, in the case of Puerto Rico, nonprofit child-care cen- 
ters certified by the Governor of Puerto Rico. The term also includes a non- 
profit agency to which the school has delegated authority for the operation of 
its nonnrofit lunch program, 

(i) “Nonprofit summer camps for children” means nonprofit camps in which, 
during the summer months. nonprofit feeding services are conducted for chil- 
dren of high school grade and under. ‘ 

(k) “Institutions” means (1) nonpenal noneducational, public (Federal, State 
or lecal) institutions, (2) nonprofit tax-exempt. private hospitals, or (3) other 
nonnrofit noneducational, tax-exempt private institutions organized for chari- 
table or public welfare purposes, including but not limited to, homes for the 
aged. ornhanages, refugee camps, and child-care centers. 

(1) “Welfare agencies” means public (Federal, State or local) agencies offer- 
ing assistance on a charitable or welfare basis to needy nersons who are not resi- 
dents of an institution, and Tribal Councils designated by the Bureau of Indian 
Affairs. 

(m) “Needy persons’ means individuals who because of their economle 
status are in need of food assistance. 

(n) “Disester organizations” means organizations authorized by appropriate 
Federal or State officials to assist disaster victims. 

(o) “Disaster victims”? means nersons who, because of Acts of God or man- 
made disasters, are in need of food assistance. 

(n) “State correctional institutions for minors” means institutions, such as 
reform schools or training schools, onerated by a State, which are devoted 
solely to the rehabilitation and education of minors and are classified under 


, 


91 


1The category “‘needv persons” referred to in section 416 encompasses both of the terms 
“needy persons” and “disaster victims” as defined in the regulations of this part. 
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State law as nonpenal in character, and in which food service is not provided for 
inmates on a fee, contract, or concession basis. 

(q) “Commodities” means foods donated, or available for donation, by the 
Department under any of the legislation referred to in this part. 

§ 503.4 Availability of commodities—(a) Distribution and use of commodi- 
ties. Commodities shall be available only for distribution and use in accordance 
with the provisions of this part. Commodities not so distributed or used (for 
any reason) shall not be sold, exchanged or otherwise disposed of without the ap- 
proval of the Department. However, commodities may be transferred between 
recipient agencies upon the authorization of the distributing agency if deter- 
mined to be in the best interest of the distribution program. 

(b) Quantities. The quantities of commodities to be made availabie for 
donation under this part shall be determined in accordance with the pertinent 
legislation and the program obligations of the Department, and shall be such as 
ean be effectively distributed in furtherance of the objectives of the pertinent 
legislation. The Department may, at its discretion, restrict distribution of com- 
modities to one or more classes of recipient agencies or recipients. When this 
is done, priority shall be given to recipient agencies or recipients in the follow- 
ing order: (1) Schools, (2) needy Indians receiving commodities on reservations, 
institutions, State correctional institutions for minors, and nonprofit summer 
camps for children, and (3) other needy persons. Donations to disaster organi- 
zations may be made without regard to any of the priorities established herein. 

(c) Minimum donations. Commodities shall be donated only in such quanti- 
ties as will protect the lowest carload freight rate. except as deemed in the best 
interest of the program as determined by the Department. 

(d) Allocations. As commodities become available for donation, the Food 
Distribution Division, AMS, shall notify distributing agencies regarding the com- 
modities, the class or classes of recipient agencies or recipients eligible to receive 
them, and any special terms and conditions of donation and distribution which 
attach to a particular commodity in addition to the general terms and condi- 
tions set forth herein. Every attempt shall be made to deliver commodities in 
accordance with requested schedules. However, the Department shall not be 
responsible for delays in delivery or for nondelivery of commodities due to any 
cause. 

(e) Processing and other costs. The Department shall pay such processing, 
reprocessing, transporting, handling and other charges accruing up to the time of 
transfer of title to distributing agencies as is deemed in the interest of the 
Department. 

(f) Transfer of title. Title to commodities shall pass to distributing agen- 
cies upon their acceptance of the commodities at time and place of delivery, sub- 
ject, however, to the condition that such commodities be used for the purposes 
and upon the terms and conditions set forth in this part. 

(zg) Availability for demonstrations and tests, Notwithstanding any other 
provision of this part, a quantity of any commodity donated for use by any 
recipient agency or recipient may be transferred by the distributing agency or 
by the recipient agency to bona fide experimental or testing agencies, oy for use 
in workshops, for demonstrations or tests relating to the utilization of such 
commodity by the recipient agency or recipient. No such transfer by any recip- 
ient agency shall be made without the approval of the appropriate distributing 


$508.5 Eligible distributing agencics—(a) State and Federal agencies. Such 
State md Federal agencies as are designated by the Governor of the State, by 
the State legislature, or by proper Federal authority and approved by the Secre- 
tary shall be eligible to become distributing agencies 


(hb) Private agencies. Where State distributing agencies are not permitted 
by law to make distribution to private recipient agencies, private agencies which 
agree to make distribution of commodities on a State-wide basis and which ap- 
ply directly to the Food Distribution. Division, AMS, and are approved by the 
Secretary shall be eligible to become distributing agencies. 

(c) Agencies now under agreement. Notwithstanding any other provision of 
this section, agencies under agreement with the Department for the distribution 
of commodities as of the date this part becomes effective shall be eligible to 
enter into new agreements hereunder withont obtaining further designation or 
approval. 

(dy) Agreements with Department. Prior to the inauguration of a distribn- 
tion program, eligible agencies shall enter inte written agreements with the De- 
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partment which shall incorporate by reference or otherwise the terms and 
conditions set forth in this part. When requested by the Department an eligible 
agency shall present evidence of its authority to enter into such agreements. 

§ 503.6 Obligations of distributing agencies—(a) Determination of eligibility, 
Distributing agencies shall determine that recipient agencies or recipients to 
whom they distribute commodities are eligible under this part, and shall impose 
upon welfare agencies the responsibility for determining that recipients to whom 
they distribute commodities are eligible. 

(b) Agreements. Distributing agencies shall enter into agreements with sub 
distributing agencies, recipient agencies, warehousemen, carriers, or other per- 
sons, to whom commodities are delivered under their distribution program. 
Agreements with subdistributing agencies and recipient agencies shall be in 
writing, except in those instances where subdistributing agencies are acting as 
agents for the distributing agencies. All agreements shall contain such terms 
and conditions as the distributing agency deems necessary to insure that (1) the 
distribution and use of commodities is in accordance with this part. and (2) 
subdistributing agencies, recipient agencies, warehousemen, carriers, or other 
persons, to whom commodities are delivered, are responsible to the distributing 
agency for any improper distribution or use of commodities, and for any loss of 
or damage to commodities caused by their fault or negligence. To the extent 
that bills of lading and warehouse receipts afford adenuate protection, the dis- 
tributing agency may consider such documents as appropriate agreements. 

(ec) Use of subdistributing agencies. If distributing agencies use svbdistri- 
buting agencies to effect or assist in effecting distribution of commodities, the 
distributing agencies’ responsibilities to the Department for overall management 
and control of the distribution program shall not be delegated to such subdis- 
tributing agencies. 

(d) Welfare ¢istribution. Nistributing agencies. prior to making distribu- 
tion to welfare agencies or needv persons, shall submit a plan of oneration for 
approval by the appropriate Area Office of the Food Distribution Division, AMS 
Such a plan shall incorporate the procedure and methods to he used in certify- 
ing individuals as needy persons and in making distribution of commodities to 
such recipients. No amendments to such plans shall be made without prior ap- 
proval of the Area Office. Food Distribution Division, AMS. Distributing agen- 
cies shall reauire welfare agencies making distribution to such recinierts to 
conduct distribution programs in accordance with all provisions of the plan of 
operation. As a minimum. the plan shall inelude the following: 

(1) The estimated number of needy persons to whom distribution will be 
made in each of the following classes : 

(i) Public assistance recipients. Those persons who are eligible to receive 
assistance under the public assistance programs of any State or political sub- 
division thereof, or benefits under the program of old-age assistance, aid to de- 
pendent children, aid to the blind, and aid to the permanently and totally dis- 
abled provided for in Titles 1, IV, X, and XTV of the Social Security Act. 

(ii) Private assistance recipients. Those persons who are eligible to receive 
financial or other assistance provided for needy persons by recognized private 
charitable or welfare organizations. 

(iii) Others. Those persons not receiving any type of public or private as- 
sistance bunt who because of their economie circumstances are determined to 
be needy persons, e.g.. needy Indians, unemployed. and part-time emploved. 

(2) The name of the agency or agencies which will be responsible for 
certification of, and distribution of commodities to needy persons, and, in the 
ease of Tribal Conncils serving needy Indians on reservations, assurances that 
the Tribal Council has heen designated by the Burean of Indian Affairs to so act. 

(3) The manner in which commodities will be distributed, including. but not 
limited to, storage and distribution facilities to be used and method of financ- 
ing. 

(4) The specific criteria to be used in certifying individuals as needy persons. 
These criteria must bear a direct relation to the welfare standards used in the 
State in its own welfare programs and must be such as to assure that only those 
individuals who have cooking facilities and whose funds are so limited as to in- 
sure that food purchases are not reduced as a result of receiving commodities, 
are determined to be needy persons. 

(5) Provisions for reviewing certifications of recipients to determine any 
change in their economic status which would affect their continued eligibility. 

(6) Provisions for identifying each person certified. 
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(7) Assurances that welfare grants or similar aid shall not be reduced be- 
use of the receipt of commodities. 

(8) Assurances that the distribution of commodities shall not be used as a 
means for furthering the political interest of any individual or party, and that 
there shall be no discrimination in the distribution of commodities because of 
race, creed or color. 

(9) Assurances that recipients shall not be required to make any payments in 
money, materials or services, for or in connection with the receipt of commod- 
ities, and that they shall not be solicited in connection with the receipt of com- 
modities for voluntary cash contributions for any purpose. 

(10) The manner in which the distributing agency plans to supervise the 
program. 

(e) Quantities requested. Commodities shall be requested and distributed 
only in quantities which can be consumed without waste. Distributing agencies 
shall impose similar restrictions on recipient agencies, 

(f) Distribution. Commodities shall be distributed only to recipient agencies 
and recipients eligible to receive them under this part (see §§ 503.8 and 503.9). 
Distributing agencies shall require that welfare agencies and disaster organiza- 
tions distribute commodities only to recipients eligible to receive them under 
this part. It is the responsibility of distributing agences to limit distribution of 
section 6 commodities to those schools participating in the National School 
Lunch Program, on the basis of the average daily number of Type A lunches 
served as evidenced by information provided by September 1, and supplemented 
subsequently by the school lunch agencies, or the appropriate Area Office, Food 
Distribution Division, AMS. 

(g) Redonations. Whenever a distributing agency has commodities on hand 
which it cannot efficiently utilize, it shall immediately request the appro- 
priate Area Office, Food Distribution Division, AMS, for instructions as to the 
disposition of such commodities. Distributing agencies requesting authority 
to make redonations of any commodity to the Department shall, upon the De- 
partment’s request, have such commodities Federally-inspected at the dis- 
tributing agencies’ expense. Those commodities which the Department deter- 
mines are acceptable for redonation shall be moved at the distributing agency’s 
expense to the closest point, within the Food Distribution Division area in which 
the State is located where they can be utilized, or to a closer point outside 
the area, if such a transfer is mutually agreed to by the Department and the 
distributing agency. In those instances in which the distributing agency satis- 
factorily demonstrates to the Department that the need for any redonations 
resulted from no fault or negligence on its part, the Department shall assume 
such transportation costs as it determines to be proper. Whenever redonations 
are made at the request of the Department, the Department shall pay all trans- 
portation and handling costs in connection with such redonation and shall pay to 
the distributing agency all storage and handling costs accrued on such com- 
modities at the time of redonation, as determined by the Department. 

(h) Distribution charges. Recipient agencies may be required to pay part or 
all of the within-State costs of distribution through a system of charges 
assessed by distributing or subdistributing agencies. Any system of assessments 
operated by the distributing agency shall have the prior approval of, and be 
subject to review by the Area Office, Food Distribution Division, AMS. Any 
such system operated by subdistributing agencies shall have the prior approval 
of the distributing agency and be subject to review by the distributing agency 
and the Area Office, Food Distribution Division, AMS. The charges assessed 
shall be reasonable in relation to the services provided and the funds collected 
shall be used solely in accordance with the provisions of paragraph (i) of 
this section. Under no circumstances shall recipients be required to make any 
payments in money, materials, or services for or in connection with the receipt 
of commodities, nor shall they be solicited in connection with the receipt of 
commodities for voluntary contributions for any purpose. 

(i) Use of funds accruing in operation of the program. Funds accruing 
from the sale of containers, salvage of commodities, distribution charges, in- 
surance, or recoveries from loss or damage claims (which are authorized under 
paragraph (k) of this section to be expended for program purposes) shall be 
used only for the payment of expenses of the commodity distribution program, 
including transportation, storage and handling of commodities, salaries of per- 
sons directly connected with the program, and other administrative expenses. 
The receipt and expenditure of funds so acerued shall be reviewed by dis- 
tributing agencies periodically, but at least once each fiscal year, to determine 
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that fund balances are not in excess of program needs. If excess funds ac- 
imulate by reason of collection of distribution charges, such excess funds 
shall be used to reduce such charges or shall be returned to contributors. Tf 
excess funds accrue from the sale of containers, salvage of commodities, insur- 
ance, or recoveries from loss or damage claims, such funds shall be (1) used to 
reduce distribution charges, (2) used to purchase additional foods, or (3) 
paid to the Department. The distributing agency shall imposed upon subdis- 
tributing agencies and recipient agencies similar provisions for the use of such 
funds accruing in the operation of their programs. 

(j) Normal food expenditures. Commodities shall not be distributed to nny 
recipient agencies or recipients whose normal food expenditures are reduced be- 
cause of the receipt of commodities, except that this provision shall not apply to 
the distribution of section 6 commodities. 

(k) Improper distribution or loss of or damage to commodities. If a dis- 
tributing agency improperly distributes or uses any commodity, or causes loss 
of or damage to a commodity through its failure to provide proper storage, care, 
or handling, the distributing agency shall, at the Department's option, (1) re- 
place the commodity in its distribution program in kind, or, in the case of 
section 6 commodities, where replacement in kind may not be practicable, with 
other similar foods, or (2) pay to the Department the value of the commodity 
as determined by the Department. Upon the happening of any event creating 
a claim in favor of a distributing agency against a subdistributing agency. recip- 
ient agency, warehouseman, carrier, or other person, for the improper distribu- 
tion or use or loss of, or damage to, a commodity, the distributing agency shall 
take all action necessary to obtain restitution. Subdistributing agencies and 
recipient agencies shall be required to take similar action in connection with 
claims arising in their favor. All amounts collected by such action shall, at 
the Department’s option, be used in accordance with the provisions of sub- 
paragraph (1) or (2) of this paragraph, or, except for amounts collected on 
claims involving section 6 commodities, shall be expended for program purposes 
in accordance with the provisions of paragraph (i) of this section, Distributing 

gencies which, in the determination of the Department, fail to pursue claims 
arising in their favor, or fail to provide for the right to assert such claims, or 
fail to require their subdistributing agencies and recipient agencies to provide 
for such rights, shall be responsible to the Department for replacing the 
commodity or paying the value thereof in accordance with the provisions of 
subparagraph (1) or (2) of this paragraph. The Department may, at its option, 
require assignment to it of any claim arising from the distribution of com- 
modities. 

(1) Processing and labeling of commodities. Distributing agencies, subdis- 
tributing agencies, or recipient agencies may employ commercial or institutional 
facilities to process commodities by converting them into different end-products 
or by repackaging them. When this is done, distributing agencies shall, and 
subdistributing agencies and recipient agencies shall be required to, enter into 
written agreements with such processing facilities. These agreements shall pro- 
vide, as a minimum, that the processing facility shall (1) fully account for the 
commodities delivered into its possession by production of an appropriate number 
of units of end-product or packages, (2) be liable for the return of all commodi- 
ties not so accounted for or for the value thereof, (3) use or dispose of the con- 
tainers in which the commodities are received in accordance with the instruc- 
tions of the distributing agency, subdistributing agency, or recipient agency, 
and (4) maintain records and submit reports to the distributing agency, sub- 
distributing agency, or recipient agency pertaining to the performance of the 
eontract. When commercial or institutional facilities are employed to process 
commodities, the end products, if placed in containers, or the repackaged com- 
modity, shall be plainly labeled “Contains Commodities Donated by the 
United States Department of Agricultuire—Not To Be Sold or Exchanged"” 
or “Donated by the United States Department of Agriculture—Not To Be 
Sold or Exchanged,” whichever is appropriate. When distributing agencies, 
subdistributing agencies, or recipient agencies use their own facilties to proc- 
ess commodities, the containers shall be plainly labeled as provided above to the 
extent practicable and within the limitations of available funds and personnel, 

(m) Containers. When containers in which commodities are received are dis- 
posed of by sale, the proceeds of such sales shall be used solely in accordance 
with provisions of paragraph (i) of this section, and subdistributing agencies and 
recipient agencies shall be required to use proceeds from the sale of containers 
solely for program purposes. 
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(n) Personnel. Adequate personnel, including supervisory personnel to re- 
view distribution programs, shall be provided to effect distribution in accordance 
with the requirements of this part. 

(o ) Facilities. Facilities for the handling, storage, and distribution of com- 
modities shall be such as to properly safeguard against theft, spoilage, and 
other loss. Subdistributing agencies and recipient agencies shall be required to 
provide similar facilities. 

(p) Records. Accurate records shall be maintained pertaining to all trans- 
actions relating to the receipt, disposal, and inventory of commodities, including 
records with respect to the receipt and disbursement of funds arising from 
operation of the distribution program. A similar requirement shall be imposed 
on subdistributing agencies and welfare agencies. Schools and institutions 
shall be required to maintain records of commodities received. All records re- 
quired in this section shall be retained for a period of three years from the close 
of the Federal fiscal year to which they pertain. 

(q) Reports. Distributing agencies shall submit monthly reports to the Area 
Offices, Food Distribution Division, AMS, covering the receipt and distribution 
of commodities, an annual inventory report in such form as the Department 
may prescribe, and such other reports covering distribution operations in such 
form as may be required from time to time by the Department. 

(r) Right of inspection and audit. Representatives of the Department may 
inspect commodities in storage or the facilities used in the handling or storage 
of such commodities, and may inspect and audit all records, including financial 
records, and reports pertaining to the distribution of commodities and may 
review or audit the procedures and methods used in carrying out the require- 
ments of this’ part at any reasonable time. Subdistributing agencies and re- 
cipient agencies shall be required to permit similar inspection and audit by the 
Department. 

(s) Complaints. Distributing agencies shall investigate promptly complaints 
received in connection with the distribution or use of commodities,.correct any 
irregularities disclosed, and promptly report each instance of serious irregu- 
larity to the Department. Distributing agencies shall maintain on file evidence 
of such investigations and actions. The Department reserves the right to make 
investigations and shall have the final determination as to when a complaint 
has been properly adjusted. 

(t) Demurrage. Demurrage or other charges which accrue after a car or truck 
has been placed for unloading by the delivering carrier, or which accrue because 
placement of a car or truck is prevented, shall be borne by the distributing agency, 
except that demurrage or other charges shall be borne by the Department where 
such charges accrue because of actions by the Department and without the fault 
or negligence of the distributing agency. 

$503.7. Disposition of damaged or out-of-condition commodities. Commodi- 
ties which are found to be damaged or out-of-condition and are declared unfit 
for human consumption by Federal, State, or local health officials, or by other 
inspection services or persons deemed competent by the Department, shall be 
disposed of in accordance with instructions of the Department. Such instruc- 
tions may direct that unfit commodities be (a) sold in a manner prescribed by 
the Department with the net proceeds thereof remitted to the Department, (b) 
sold in a manner described by the Department with the proceeds thereof re- 
tained for use in accordance with the provisions of § 503.6 (i), (c) used in 
such a manner as will serve a useful purpose as determined by the Department 
or (d) destroyed in accordance with applicable sanitation laws and regulations. 
Dispositions under the provisions of paragraph (b) of this section shall not ap- 
ply to section 6 commodities.. Upon a finding by the Department that com- 
modities were unfit for human consumption at the time of delivery to the 


distributing agency and when the Department or appropriate health officials 


require that such commodities be destroyed, the Department may pay to the 
distributing agency any expenses incurred in connection with such commodi- 
ties, as determined by the Department. The Department may in any event re- 
possess a damaged or out-of-condition commodity. 

$503.8 Eligible recipient agencies. (a) Schools operating lunch programs 
under the National School Lunch Act are eligible to receive commodities under 
section 416, section 32, and section 6. Other schools which operate nonprofit 
lunch programs are eligible to receive commodities under section 416 and section 
82. Schools receiving such commodities shall not discriminate against any child 
because of his inability to pay the full price of the lunch. 
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(b) (1) Institutions which maintain an established feeding operation on a@ 
regular basis as an integral part of their normal activities are eligible to receive 
commodities under section 416 and section 32 to the extent of the needy per- 
sons served by them who are unable to pay the full charge for services provided 
to them, or for whom the institution does not receive payment for the full charge. 

(2) Private institutions, other than hospitals, must be established for the 
purpose of providing continuing services in the same place without marked 
change and, at the Department’s option, approved by a welfare agency as meeting 
a definite need in the community by administering to needy persons. 

(3) Institutions which desire to receive commodities under this part may 
employ food service companies to conduct their feeding operations provided 
that such services are contracted for only on a fee-for-service basis, and the con- 
tracts are approved by the Area Office, Food Distribution Division, AMS. The 
contracts shall expressly provide that: 

(i) Where the food service company also purchases food as a part of its 
services, the amount due by the institution as reimbursement for food purchases 
shall be accounted for separate and apart from the management fee; (ii) com- 
modities received by the institution shall inure only to the benefit of the institu- 
tion’s feeding operations; and (iii) the books and records of the management 
company pertaining to the feeding operation of the institution shall be available 
for a period of three years from the close of the Federal fiscal year to which 
they pertain, for inspection and audit by representatives a€ the distributing 
agencies and the Department at any reasonable time and place. 

(e) (1) Nonprofit summer camps for children are eligible to receive commodi- 
ties under section 416 and section 32. 

(2) Nonprofit summer camps for children which desire to receive commodities 
under this part may employ food service companies to conduct their feeding oper- 
ations provided that such services are contracted for on the same basis as is 
stated in paragraph (b) of this section. 

(d) Welfare agencies are eligible to receive commodities under section 416 and 
section 32 provided that they serve persons certified in accordance with the 
plan of operation furnished by the distributing agency and approved by the 
Department. 

(e) Disaster organizations are eligible to receive commodities under section 
416 and section 32 for distribution to disaster victims. Distributing agencies 
making distribution to such organization shall immediately inform the Area 
Offices of the Food Distribution Division, AMS, thereof. Such organizations 
shall be eligible for the duration of the disaster as determined by the Depart- 
ment. 

(f) State correctional institutions for minors are eligible to receive commodi- 
ties under section 210. 

§ 503.9 Eligible recipients. (a) Needy persons are eligible to receive com- 
modities under section 416 and section 32, provided they are certified in accord- 
ance with the plan of operation furnished by the distributing agency to and 
approved by the Department. 

(b) Disaster victims are eligible to receive commodities under section 416 and 
section 32, 

§ 503.10 Miscellaneous provisions—(a) Sanctions. Any distributing agency 
which has failed to comply with the provisions of this part or any instructions 
or procedures issued in connection herewith, or any agreements entered into pur- 
suant hereto, may, at the discretion of the Department, be disqualified from fur- 
ther participation in any distribution program. Reinstatement may be made at 
the option of the Department. Disqualification shall not prevent the Department 
from taking other action through other available means when considered neces- 
sary, including prosecution under applicable Federal statutes. 

(b) Distribution agency requirements. Nothing contained in this part shall 
prevent a distributing agency from imposing additional requirements for par- 
ticipation which are not inconsistent with the provisions of this part. 

$503.11 Where to obtain information. (a) Interested persons desiring infor- 
mation concerning the program may make written request to the following Area 
Offices : 

Northeast Area. Food Distribution Division, AMS, USDA, 139 Centre Street, 
Room 501, New York 13, N. Y.: Connecticut, Delaware, District of Columbia, 
Maine, Maryland, Massachusetts, New Hampshire, New Jersey, New York, Penn- 
sylvania, Rhode Island, Vermont, and West Virginia. 

Southeast Area. Food Distribution Division, AMS, USDA, 50 Seventh Street 
NE., Room 252, Atlanta 23, Ga.; Alabama, Florida, Georgia, Kentucky, Missis- 
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sippi, North Carolina, South Carolina, Tennessee, Virginia, Puerto Rico, and the 
Virgin Islands. 

Midwest Area. Food Distribution Division, AMS, USDA, 4381 South Dearborn 
Street, Room 926, Chicago 5, Ill.: Illinois, Indiana, Iowa, Michigan, Minnesota, 
Missouri, Nebraska, North Dakota, Ohio, South Dakota, and Wisconsin. 

Southwest Area. Food Distribution Division, AMS, USDA, 500 South Ervay 
Street, Room 3-127, Dallas 1, Tex.: Arkansas, Colorado, Kansas, Louisiana, 
New Mexico, Oklahoma, and Texas. 

Western Area. Food Distribution Division, AMS, USDA, Room 344, Appraisers 
Building, 630 Sansome Street, San Francisco 11, Calif.: Alaska, Arizona, Cali- 
fornia, Idaho, Montana, Nevada, Oregon, Washington, Wyoming, Utah, American 
Samoa, Guam, Hawaii, and the Trust Territories of the Pacific. 

§ 503.12 Amendments. The Department reserves the right at any time to 
modify or amend this part. The Department will give distributing agencies writ- 
ten notice of any modification of, or amendment to, this part and reasonable op- 
portunity to conform their operations to any amendment which requires distrib- 
uting agencies to modify their operations. 

Prior regulations superseded. These regulations supersede all prior regula- 
tions (Part 501 of this chapter) issued with respect to the doration of commod- 
ities for use in the United States. 


Nore: The reeordkeeping and reporting requirements herein specified have been ap- 
proved by, and any further such requirements that tay De established will be subject to 


the approval of the Bureau of the Budget, in accordance with the Federal Reports Aet 
of 1942. é 


Effective date. This part shall become effective January 1, 1959. 
OCTOBER 19, 1958. 


[SEAL] TRUE D. Morsk, 


Acting Secretary. 
[F. R. Doc. 58-8602 ; Filed, Oct. 15, 1958; 8:57 a. m.] 


(23 F. R. 7982; October 16, 1958] 

Mr. Breeprne. A bit ago you mentioned there were 12 million 
school lunches issued. Is that the total amount of the school lunches 
that you serve ? 

Mr. Davis. Yes, sir. 

Mr. Breepine. Would it be possible to feed any more children in 


the school lunch programs with more money appropriated ? 
Mr 


. Davis. There again, the school lunch programs are administered 
through the State educational agencies. They, in turn, work with the 
local schools. There are many, many schools in the country that do 
not have the facilities in their buildings to prepare and serve lunches. 
There are many that for one reason or another just do not have lunch 
programs. 

I would say this, that the 12 million children are in about 56,000 
schools which represent, in other words, the school lunches are made 
available to about two-thirds of the schoolchildren: There are some 
close to 35 million, a little more, schoolchildren; as I understand it, at 
the present time. About a third of them are actually participating 
in the school lunch program. But it is available in the schools in 
which about two-thirds of those 35 million children are enrolled. It 
is available to maybe 24 million children. 

Mr. Breepine. Thank you. That is all. 

Mr. Smiru of Kansas. I notice that you gave total distribution of 
flour in bushels. For the wheat you gave distribution for 1958 in 
pounds. It would be helpful to this committee and I know it would 
be to me and I think to the general public, if we used bushels instead 
of pounds because what we are dealing with here is bushels. How 
many pounds of flour in a bushel of wheat ? 

Mr. Davis. I think that the conversion factor is 0.02 for flour to 
wheat. I would say on that basis that this distribution in 1958, prob- 
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ably, was the equivalent of somewhat under 50 million bushels, 1,049 
million pounds. ‘The number of pounds of flour in a bushel of wheat 
is 48 point something, as I recall. And this is 72 percent extraction 
flour, most of it. 

Mr. Smiru of Kansas. It seems to me that it would be helpful if 
all of this were brought down into bushels. 

Mr. Latta. One of our difficulties in Ohio and in each of the States 
is the welfare problem that we have to deal with. In the city of 
Cleveland that is a tremendous cost. I should like to know why we 
could not give them a sack of flour instead of a welfare check ? 

Mr. Davis. Under our arrangements, it would be entirely possible. 
They would be eligible. That isn’t quite as simple as it sounds, 
however. 

In most States the State agency with whom we have an agreement 
handles the program in the State. But then they pass that responsi- 
bility on down to the counties, and they say—take in Cuyahoga 
County—“If you want to participate in this direct distribution pro- 
gram for all of your public-assistance people, as well as some of the 
other needy people who are not eligible for public assistance, you set 
up the necessary physical handling facilities in your county, various 
distribution points.” 

Obviously, you need quite a number of distribution points in a 
large county. You provide for temporary storage, you provide the 
necessary people to give it out and so on. 

In many, many counties of the country they have felt that for one 
reason or another that they did not want to go to that expense or 
trouble. 

The program is operating in, I think, at the present time 44 States. 
But only in a little over a + he dee counties in those 44 States, which 
is roughly about a third of the counties in the country. 

In Ohio, in December they were making these commodities avail- 
able to 64,000 persons. That is a very small proportion of the State. 

Mr. Apert. Do you have that breakdown by States on this 
distribution ? 

Mr. Davis. Yes,sir. We released a very full report on this program 
that I could make available to the committee. 

Mr. Atrsert. Without objection that will be inserted in the record. 


(The report is as follows:) 


DomEsTIO DonaTIONS oF USDA Surpius Foops Up 64 Percent In Fiest Harr 
oF Fiscat YEAR 


A total of 1,463 million pounds of surplus foods was donated by the U.S. 
Department of Agriculture during the first half of the fiscal year (from July 
through December) for use in school lunch programs and by charitable institu- 
tions in this country, and by needy persons in this country and abroad. 

Volume distribution to recipients in this country was up 64.4 percent over 
the same period a year ago, but foreign donations were down 23 percent. 

These foods—surpluses acquired by the Department through the operation 
of the price-support and surplus-removal programs—were donated through the 
direct distribution program of the USDA’s Agricultural Marketing Service. 
Quantities of foods which the Department has purchased specifically for schools 
participating in the national school lunch program, and distributed to them, are 
not included in these figures. 

During the half year, foods donated through the program were used by more 
than 14 million schoolchildren taking part in school lunch programs, and by 
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about 1.4 million persons in charitable institutions. In addition, they were 
being distributed, at the end of the period, to 5,230,044 needy persons. This was 
an increase of 510,744 over the number at the end of the first quarter year, in 
September ; an increase of 2,166,654 over the same time last year, and the highest 
for any month since 1942. 

Distribution of surplus foods to schools and institutions is made in all the 
States, the District of Columbia, and in five Territories. Forty-four States, the 
District of Columbia, Puerto Rico, and the Trust Territory of the Pacific Islands 
are currently taking part in distribution of surplus foods to needy persons, 
Louisiana reentered the program in November after discontinuing operation in 
August, and North Carolina reentered in December after having dropped out 
in June. Not all areas in all participating States take part; in the 44 States, 
144 separate cities and 1,168 counties participated in December. 

The following table shows the number of needy persons in family units 
receiving donated foods in December 1958: 


IE ss cieiniineicrcinntdregiietiion 131; 571 | New Jersey_........-.....-. 20, 003 
Arizona__-__. acacia cami take $4, 851 | New Mexico__.-__-_..._..__ 40, 02 
Arkansas_-_--- ices arteastecapeantiods 210, S041 New Tork.....3.4.25..1.2.03.. 348, 871 
IOP ie sie ecco cord ccc vas 35, 8397 | North Carolina.........____ 607 
PI i icccectislcaiigitasdacsottnaeial 25, 429 |] North Dakota__........... 11, 220 
enn oo ee SSPE T Sata a tae atin wx dasha bees 63, 990 
District of Columbia._______ ST, 1628 1 CONG 5. nh een 246, 960 
EO a 5c csogecaemanaeiiies 42, 135. | Pennsylvania_.__........- 829, 550 
Bois n cs ceils nar cea eee Si, Oe) Puered Rico... 28. ba 596, 076 
DNS iin sciences nine eieceead 100, 482 | Rhode Island________._____- 11, 951 
oe ek Be ek ee 92, 468 | South Carolina_____-_______ 1,377 
I 5 on sasaki spicenchen in aoe 13. 366) Geet ame. eee 31, 019 
UC aan aes caches nea. _ RE ce ee De echo 154, 551 
IIT os, an ek ciorivtenientpesd Bees TE Ce cas widrectccsbacncseneiiedsemabaincs 127, 698 
I otis ets sees asmnnecnn tonisaiennel Ci STE MII cacteeics bn cde initia ckcenummdead 21, 372 
IN og, a5 sp was Garecectnineen 40-Tt0 Veen. 3-5 12, 688 
Massachusetts___._...._____ S, OG lv 1eeie eee 33, 916 
NN re saccades icacenl 538, 385 | Washington_........__-._- 9, 218 
TRIN iit cicinccsnnarantanueel 44, O62) Weet Virgie... nade 278, 223 
RIN oo sd ceeparencen ciel Sr, O427 Wr eens So eos ne 53, 658 
Ro rd Og aS a - Sa 8, 477 
UII cia cis ccmadocsnrinteaer casera 8, 886 | Trust territory...... =... 5, 885 
a od 2,110 ———_—. 
8 cane 1, 449 Total United States__ 5, 230, 044 
New Hampshire_...-..____-- 8, 495 


With the increase in number of recipients, the donation of foods to needy 
persons increased by 150 percent over the same period a year ago. Distribution 
to charitable institutions was up 26 percent. Although the number of school- 
children receiving commodities has increased, and quantities of available com- 
modities per child have continued at the same rate, the total distribution to 
schools was down 4 percent because fewer surpluses were available this year. 

In addition to their regular distribution, surplus foods also are made avail- 
able in this country to aid victims of natural disasters. During the past quarter 
year foods were made available to help feed victims of floods along the Rio 
Grande in Texas, and more recently foods have been offered to aid flood victims 
in Indiana and Ohio. State distributing agents, who handle actual distribu- 
tion of foods within the States, have standing orders to make full and im- 
mediate use of all available foods to help relieve the victims of disasters. 

After all requests for donations of food in this country have been met, remain- 
ing foods are made available to voluntary U.S. agencies for distribution to 
needy persons abroad. During the past quarter year, 20 of these agencies dis- 
tributed USDA surplus foods to needy persons in 89 foreign countries. 

Most of the foods donated during the past quarter year were cereal products, 
including wheat and flour, corn and cornmeal, and rice. The remainder were 
principally dairy products. 

The following tables show the surplus foods donated, the quantities, and 
their costs. Figures cover the 6 months of July through December 1958, with 
comparisons to the entire 12 months of the preceding fiscal year (July 1957 
through June 1958) : 
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Mr. Lartra. I might say for Ohio in my area the people that the 
welfare checks go to if you issued the commodity it would not be any 
more difficult to pick up the bag of flour than the check. All of 
the counties and municipal agencies would be glad to handle it, I am 
sure. And especially, in welfare work it appears to me that it might 
be something for them to explore. 

Mr. Davis. We have made it perfectly clear to the State people in 
Ohio that we will ship them the flour along with a number of other 
commodities to the extent that they have set up the machinery for 
distributing it. And for the public assistance family it would be 
much simpler than for some of the other low-income people where 
you have to investigate to see their status and so on. It would be 
fairly automatic with the public assistance people. 

Mr. Lartra. Thank you. 

Mr. Atsert. Thank you very much, Mr. Heimburger. 

Mr. Hermpurcer. Mr. Chairman, the next subject on our agenda 
is that of the place of wheat in world trade, including our own exports 
under Public Law 480 and the International Wheat Agreement. And 
to cover that subject we have several people here from the Foreign 
Agricultural Service. Mr. Arthur M. Cummings, Mr. Horace J. 
Davis, Mr. William Starkey, and Mr. Arthur Mead. I believe Mr. 
Cummings is going to present the statement for the group. 

Mr. Arserr. Come forward and bring such people as you desire 
with you. 

Give your names and official positions to the clerk. 

Mr. Cummines. Iam Arthur Cummings of the Grain Division. 

Mr. Srarkey. I am William Starkey of the Grain Division. 

Mr. Davis. Iam Horace Davis, Program Development Division. 

Mr. Meap. Iam Arthur Mead of the Program Operation Division. 

Mr. Hermpurcer. Do you havea prepared statement ? 

Mr. Cummrnes. That is right. 

Mr. Arsert. You may proceed. 


STATEMENT OF ARTHUR M. CUMMINGS, ACCOMPANIED BY 
WILLIAM N. STARKEY, OF THE GRAIN DIVISION, FOREIGN 
AGRICULTURAL SERVICE; HORACE J. DAVIS, PROGRAM DEVELOP- 
MENT DIVISION; AND ARTHUR MEAD, PROGRAM OPERATION 
DIVISION, FOREIGN AGRICULTURAL SERVICE, U.S. DEPARTMENT 
OF AGRICULTURE 


Mr. Cum™rnes. This statement will very briefly discuss world 
wheat trade, the U.S. position in the world market and special Gov- 
ernment disposal programs. Several Department people are avail- 
able to answer questions in these fields. 


WORLD WHEAT TRADE 


About 1 of every 8 bushels of wheat produced moves into interna- 
tional trade. The volume of trade in recent years has reached un- 
precedented levels, averaging more than 1.2 billion bushels during the 
8 years 1956-57 through "1958-59. This new high is attributable pri- 
marily to the efforts ‘of the United States to meet noncommercial 
demand, particularly in Asia, through special Government export 
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programs, By comparison, world wheat exports during the 3 years 
1952-53 through 1954-55 averaged less than 950 million bushels. 
ksurope remains the largest importer of wheat, taking about one- 
half of the total. Itisthe primary cash market. Although tradition- 
ally a large importer, Europe has increased its domestic output greatly 
since World War II with the aid of various production incentive 
programs. Future import requirements in Europe will depend largely 
upon the form of their future Government production policies, 

Asia, meanwhile, has become a large market for wheat mainly be- 
cause of external financial aid being made available. Nevertheless, 
with the progress occurring in economic growth, food demands are 
rising rapidly, and, in most cases, at a somewhat faster rate than local 
production. . 

Latin American imports have been comparatively small and show 
prospects of only small and gradual increase. 

The large exporters of wheat, of course, are the United States, Can- 
ada, Australia, Argentina, and Russia. Roughly 90 percent of total 
world exports come from these sources. The respective shares of 
the total market held by each of these are roughly as follows: United 
States, 35 percent; Canada, 25 percent; Australia, 8 percent; Argen- 
tina 8 percent; and Russia, 10 percent. Russian exports have in- 
creased greatly in recent years and this year that country has the 
potential to make substantial shipments into free-world markets. 


PRICES AND THE INTERNATIONAL WHEAT AGREEMENT 


The price of wheat on world markets, although highly volatile in 

ast years, has been comparatively stable since the initiation of the 
laieenethane! Wheat Agreement and particularly during the last 5 
or 6 years. This price stability has, in considerable measure, been 
achieved since the inception of the agreement, primarily through the 
efforts of exporting nations, especially the United States and Canada, 
which have withheld the necessary stocks to maintain this stability. 
The fact that the wheat agreement has twice been renewed by a large 
representation of importing nations, in the face of huge surpluses, 
is evidence of the continued support of the price stability objective. 

Domestic prices around the world have in many cases little or no 
relationship to foreign or world price levels. As a means of support- 
ing production or income, or both, many countries—exporters and im- 
porters as well—maintain domestic prices which are as much or more 
above world price levels than our own. Hence, it is very difficult for 
world price level changes to be reflected either in prices to producers or 
in consumer bread prices. 


U.S. POSITION IN. WORLD COMMERCIAL MARKET 
U.S. cash wheat exports are currently running about 125 to 150 mil- 


lion bushels annually. The export aunpidy applied to these sales is set 
at a level which allows United States wheat, to compete with wheat 


from other sources. However, we cannot expect price cutting to ex- 
pand sales very significantly. Part of the reason is that other export- 
Ing countris would be forced to match any such price reductions. 

But there are also other reasons. The United States occupies a pe- 
culiar position vis-a-vis the rest of the world’s wheat economy 
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United States tends to be a residual supplier. The world’s importers 
attempt to buy from the United States only what is not available at 
similar prices from other sources. They can usually meet their needs 
for standardized commodities like wheat largely from nondollar 
sources. 

Two chief factors, therefore, contribute fundamentally to this resid- 
ual supplier position : (1) the relative importance of dollars to foreign 
buyers to meet their needs for other goods, and (2) our position of 
responsibility in the free world, which prevents us from using our full 
financial strength to compete for inflexible markets with such abandon 
that it would increase surpluses in other countries. 

It is primarily this peculiar position which has caused the United 
States to accumulate most of the world’s wheat surplus. 

Special export programs, such as Public Law 480 have been initiated 
in large part because of the need to — of these surpluses, at least a 
portion of which is a result of the U.S. position in world commercial 
wheat markets. These programs have also reflected pressing need for 
imported food supplies and the promotion of the economic and polit- 
ical interests of certain underdeveloped nations. 


SPECIAL GOVERNMENT PROGRAMS 


Wheat is the principal commodity being moved in terms of volume 
under special Government programs. For example, under title I of 
Public Law 480: Foreign Currency Sales to Friendly Governments, 
about 800 million bushels of wheat have been included in agreements 
signed to date and substantially more than 600 million bushels have 
already been exported under this authority. These exports are valued 
at more than $1 billion at world market prices. 

Title II of Public Law 480 authorizes the President to donate CCC 
commodities for use by friendly peoples abroad. Although this pro- 
gram is limited largely to furnishing emergency relief because of flood, 
drought, and other conditions suc has crop shortages, approximately 
half of the value of authorizations under this program has been for 
wheat. 

Under title IIT of Public Law 480, CCC stocks may be donated to 
assist needy persons (1) domestically through State distribution agen- 
cies or (2) abroad through U.S. nonprofit voluntary relief agencies and 
intergovernmental organizations. The distribution of wheat as flour 

under these programs has been substantia!; for example, about 280 
million pounds of flour were donated for domestic use in fiscal year 
1958 and about 770 million pounds donated for foreign distribution 
during the same period. 

Also under title III of Public Law 480, and other legislative au- 
thorities, CCC is authorized to barter or exchange its stocks of com- 
modities for strategic or other materials. Since enactment of Public 
Law 480, exports of wheat under barter contracts have exceeded 200 
million bushels. Wheat has also been important under foreign cur- 
rency sales authorized by section 402 of the Mutual Security Act with 
wheat exports during the past four fiscal years under this authority 
exceeding 200 million bushels. 

Disposals under these special programs are continuing. As you 
know, commitments under title I and title II programs are author- 
ized through December 31, 1959, with certain maximum expenditures, 
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while title III programs are continuing authorities without termina- 
tion dates or funds limitation. The minmium amount of surplus agri- 
cultural commodities to be financed under section 402 of the Mutual 
Security Act is established each year as this authority is renewed. 

Mr. Auzert. Thank you for your statement. Are there any ques- 
tions at this time? 

Mr. Breepine. Mr. Cummings, I would like to ask a question in re- 

ard to wheat going abroad and what kind of wheat the countries are 
importing. What kind of wheat do they want, Soft or Hard Winter 
or Durum? What is the principal export ? 

Mr. Cummines. I think that depends on the demand of the coun- 
try. You take India which uses a chappatti that is made out of wheat 
flour that doesn’t go through a mill, they like white wheat because 
it is the kind of wheat they have been used to and the kind they pro- 
duce in India is white wheat. 

In Japan where between 40 and 50 percent of the wheat food is 
used in the form of noodles, they like a White or a Soft wheat. 

And, of course, in our European area, they use a Hard Red Winter 
and Soft Red Winter. 

Mr. Breeprine. Is not the Hard Red Winter wheat as suitable as the 
others ? 

Mr. Cummines. I think that was answered yesterday by the boys 
here. 

Mr. Apert. What percentage of the wheat goes out under these 
cash sales of the 125 million bushels? 

Mr. Srarkey. We don’t have the percentage that goes out under 
the cash sales. The bulk of our cash sales move to European mar- 
kets. And this area primarily wants bread wheat. And it is in the 
form of both Soft Red Winter and Hard Red Winter and when avail- 
able Hard Red Spring. 

There are some movements for cash of White wheats for use in the 
cracker and biscuit industries in foreign countries. 

Mr. Atsert. Any more questions? 

Mr. SmirH of Kansas. What would you say was the chief resistant 
factor that we find over the world to the use of American wheat? 

Mr. Cummunes. I didn’t get that. 

Mr. Smirn of Kansas. What is the chief resistant factor in trying 
to get rid of our wheat? What is the factor? 

Mr. Cumminces. ‘That is a kind of hard question to answer. 

It is according to what they want. 

Of course, we produce in this country all of the kinds of wheat that 
are grown in the world. So we can supply any kind of wheat that is 
wanted. 

Our wheat is sold under our grades system, which means it is graded 
in this country as it goes into the ship as final, and that is the way it 
is sold. There is no arbitration after the grades are sold. And we 
don’t have too much resistance to our wheat. 

Mr. Smiru of Kansas. I read in all of the papers about the “dirty” 
American wheat—they find rodent mateeial in it. I want you to 


tell me and answer that specifically, is it the price, is it the freight 
rates? What is the factor why we can’t sell it? 
Mr. Cummines. The dollar shortage is one of the things. 
Getting back to your question about the grades, we made a survey 
in Europe 2 years ago of all of the wheat that was shipped in there 
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and not only our wheat but Russian wheat and every other kind of 
wheat that was imported into these ports. 

Getting back to this survey, we found out that our wheat isn’t 
loaded, as it is said, to the limit on the grade factor of foreign ma- 
terial. Our reports on these samples showed the foreign material in 
the cargo at about midpoint of the grade. 

We have had many complaints about our shipments being not up 
to grade purchased. 

I do not remember of any case where we had a complaint in a for- 
eign country about a cargo of wheat that the sample from this cargo 
when regraded was not within the grade purchased. 

You know, our standards allow so much foreign material and so 
much cracked material and things of that sort. But these samples 
and the arguments, after we got the complaints, and we sent the sam- 
ples back to our Grain Branch to test, it came well within the grades, 

Mr. Ausert. Are our standards up te world standards ? 

Mr. Cummines. We are better than a lot and we are not as good 
as some. 

Mr. Arprert. Is that governed by the law ? 

Mr. Cummrnes. Under the standards you are allowed so much. 

Mr. Aipert. Maybe the standards are wrong. 

Mr. Cummines. That may be the answer. Under the law right 
now our exports have proven to be within the standards that we 
are allowed. 

Mr. Arserr. Under our standards? 

Mr. Ccm™inos. Under our standards. 

Mr. Apert. You sell by the standards? 

Mr. Cummrnes. That is right. When our exporters buy a No, 2 
Hard Red Winter wheat which is a popular grade of Red Winter 
wheat and could have large range of protein and gluten. You can 
have wheat that tests 11 percent protein and you could have a cargo 
that tests 15 percent protein. You could havea cargo of strong gluten 
wheat or a cargo of poor gluten wheat. The standard does not specify 
anything inside of that. It is an outside. It is the weight of the 
grain, the amount of foreign material which makes our grade. 

Our main competitor in Hard Red Winter is Canadian Manitoba. 
That is the only kind of wheat they grow up there. It is up im an 
area where it grows the best wheat in the world. Any kind of wheat 
or a flour wheat has to be grown in areas where it should be over 
2,000 feet high and not much more moisture than 25 inches of rain- 
fall, and that is about the hundredth meridian through the mountains. 
But Hard Red Winter as far east as Ohio. 

Mr. Azert. Yesterday most of the testimony indicated that the 
wheat that was in trouble was that west of the hundredth meridian 
and that east of that meridian it was not so bad off, as I understo 
the testimony. 

Mr. Cummrines. I think that it can be stated when you get out west 
of the Rocky Mountains you are a long way from a port. The 
freight rate from southwest Nebraska to the gulf is about 60 cents a 
bushel. And when you get your wheat next to the port it is much 
cheaper and can be purchased for less money, if they want that type 
of wheat. 

Mr. Breeptne. Compared to that, what is the freight rate on 
Spring wheat? 
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Mr. Cummines. It would be cheaper; I think a lot of that goes 
through the lakes—I think it would be less than that. And with 
this new seaway, why it should be considerably cheaper. i 

Mr. Breeprna. Isn’t it true that Spring wheat has the privilege 
of lower freight rates and their cost 1s about 40 cents a hundred to 
gulf ports as compared to 60 cents a bushel from western Nebraska? 

Mr. Cummrnes. I would not know. I don’t think there is anybody 
here who can give us the answer to that question. 

Mr. Breepina. Isn’t it a fact they get about a 20-cent subsidy on 
that same grade of wheat other than the subsidies you get on Hard 
Red Winter? 

Mr. Cummrnes. We have a man from the CSS, Mr. Robey, maybe 
he could answer some of those questions. 

Mr. Atzert. Give you name for the record. 


STATEMENT OF H. STEWART ROBEY, GRAIN DIVISION, COMMODITY 
STABILIZATION SERVICE, U.S. DEPARTMENT OF AGRICULTURE 


Mr. Rosey. My name is Stewart. Robey, Grain Division. I cannot 
answer as to the freight rate. 

It is true that our subsidy on Spring wheat is approximately 20 
cents higher. 

Mr. Atsert. What is the reason for that ¢ 

Mr. Rosey. It is more in demand. It is a better wheat. There is 
more demand for Spring wheat. It is recognized as a better quality 
wheat. 

Mr. Arzerr. Why do we need more subsidy on one that is in more 
demand than on one that is in less demand ? 

Mr. Rosey. The buyer is willing to pay more for it. 

Mr. Auzert. What is that ? 

Mr. Rosey. The buyer is willing to pay more for it. 

Mr. Aupert. But why should the subsidy be higher if the buyer is 
willing to pay more for it ? 

Mr. Rosey. I don’t know; I can’t answer that. 

Mr. Atsert. It would seem to me that if we have a grade of wheat 
that they want abroad and are willing to pay more for it, we would 
need no subsidy. It would seem to me that the better the grade tlc 
less subsidy then would be needed. 

Mr. Rosey. I don’t know whether Mr. Pulvermacher can answer 
that. 

Mr. Cummunes. The higher the price, the domestic price for Amer- 
ican wheat, the higher your subsidy has to be. 

Mr. Atzert. You mean because it is a better quality it does not 
bring any more? 

Mr. Cummines. Your spring wheat has been considered for years 
until they have grown some better type of bread wheat in the Mid- 
west of Hard Red Winter—has been considered the best flour wheat 
and your millers will pay more money for it to make domestic flour. 
And I think that the subsidy is figured on it this way, the higher the 
domestic price, the higher the subsidy has got to be to equalize it to 
make it possible for sale in the foreign market. I don’t handle that 
at all but I think that is the argument. I am sure the Department 
can furnish a statement on that. 


Mr. Aubert. Maybe we are not asking the question properly. 
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Do we actually get more cash from buyers for Hard Spring wheat 
than we do for Hard Red Winter wheat ? 

Mr. Rosey. Yes; we do, sir. 

Mr. Auzertr. We do? 

Mr. Rosey. It brings a higher price. ° 

Mr. Avzerr. Than the Red Winter ¢ 

Mr. Rosey. Yes, sir. 

Mr. Atserr. But you still have to subsidize it more? 

Mr. Rosey. Yes, sir. 

Mr. Arzertr. Because of this domestic price which is higher in 
proportion ¢ 

Mr. Rosey. That is correct, sir. 

Mr. Apert. Is that it? 

Mr. Rosey. Yes, sir. 

Mr. Axsert. Is there anybody who would like to comment on that 
situation ? 

Mr. Srarkey. I will make one comment. We made a statement here 
that our subsidy is such as to allow us to compete with wheat from 
other sources. That is very true, that the subsidies on any class of 
wheat is set to allow us to compete with wheat from other sources. 
That may be the answer to it. 

Mr. Atsert. Any more questions. 

Mr. Jounson of Colorado. I had a meeting with buyers from one 
of the European countries. And the answer you gave to the chair- 
man’s question does not accord with my information. They didn’t 
feel because of this nonrecourse that when they bought from us they 
got what they thought they were getting. And we were told that, 
“You had gotten the best from us.” 

The question as I understood put to you was: Can those standards 
be changed administratively if they need to be changed to compete in 
the foreign markets, or must they be changed by law? I would like 
a simple answer to that. 

Mr. Cummines. That is not in my field. 

Mr. Pulvermacher, do you know ? 


STATEMENT OF CLIFFORD G. PULVERMACHER, ASSISTANT ADMIN- 
ISTRATOR, COMMODITY STABILIZATION SERVICE, U.S. DEPART- 
MENT OF AGRICULTURE 


Mr. PutvermacHer. Iam Mr. Pulvermacher. I am with the Com- 
modity Stabilization Service. I think this is a question that should 
properly be answered by the AMS inspection people because of the 
fact that these standards and specifications on grain are something 
under their jurisdiction. 

I think I could generally say that in connection with any change 
in the standards very likely the Department would feel somewhat 
compelled to hold hearings so that all people interested in it could 
make their representations knowing that any change would have 
effect upon different parts of the industry. Other than that I am 
afraid I cannot state vary much. 

Mr. Ausert. Can anybody answer whether particular standards 
would require a change in law rather than a change made otherwise? 
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Mr. Putvermacuer. I think they are administrative in character. 

Mr. Cummines. We tightened up the standards just about 2 years 
ago. And they had hearings on the changes then. 

Mr. Avsert. Iknow. We had a bill up here on that. 

Mr. Cummrnes. I think we should bring out that the standards do 
not have anything to do with the quality of the wheat as compared 
to making bread, because it just gives you the test weight and outward 
appearance of the wheat. 

Mr. Jounson of Colorado. I will ask this: Does he have to specify 
if he wants a particular quality ? 

Mr. Cummines. He has to specify what he wants. 

Mr. Jounson of Colorado. He wants to buy that by specifications, 
he wants the good wheat. If he does not get it, he will look someplace 
else. 

Mr. Cummrines. That is right. I think our millers that buy wheat 
now, although they buy No. 2 Hard.Red Winter wheat, they have 
a source of supply that they specify what they want. They want 
a certain protein and they want a certain kind of protein. 

As Congressman Smith pointed out yesterday, protein is a lot 
different. It is influenced by the weather, just a harvest. It 
has something to do with the land that you produce your wheat on 
to make a protein wheat. 

And they specify what they want. You can go to any mill in the 
United States, a week after harvest starts and he can spot you the 
stations that he buys wheat from and tell you just about what kind 
of wheat they have there this year. And they buy according to loca- 
tions and specification. They don’t buy this No. 2 wheat like our 
foreign buyers do. 

That is work that has to be done in some way to inform those for- 
eign buyers. That is why this man came over here and talked to the 
wheat. growers, to find out how he could buy American wheat. 

We have just as good wheat as anybody elise has, in America, for 
any kind of preduct that you want to make. We have to know what 
they want and they have to specify it and then they can get the kind 
of wheat that they need. 

Mr. Jounson of Colorado. I don’t mean to pursue the question. I 
think you have answered the immediate question. My second question 
is in a different category. 

I am under the impression that one of our difficulties, I suppose, in 
moving wheat overseas is that they do not possess the same Kind of 
facilities at ports for handling and unloading and for storage and the 
same transportation arrangements with which we are familiar. My 
question, therefore, would be something like this: Can you, under 
existing law, use all or any portion of, for example, that we spoke of 
to help the recipient nations to use these funds for the improvement 
of docks, warehouse, and transportation for agricultural commodities? 
This would be in our interest and it would certainly be in the interest 
of the recipient nations. 

Mr. Cummines. I think Mr. Davis could answer that. Can we use 
the money that we generate under Public Law 480 to build storage in 
that area? Is that what you mean? 

Mr. Jounson of Colorado. Yes, for dock facilities and transporta- 
tion, et cetera. 
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Mr. Davis. Some of the money that has been generated in local cur- 
rencies through the sale of surplus commodities has been used in that 
type of work. For example, in the case of Israel they are expanding 
warehousing, storage facilites, with currency they got from the sale 
of surplus commodities. 

Mr. Jounson of Colorado. Would there be new legislation necessary 
to do a more effective job in some of the larger importing countries as 
to warehousing and transportation facilities ? 

Mr. Davis. [ don’t think so. The program as it now operates per- 
mits a substantial part of the local currency to be loaned back to the 
country. And one use we are particularly interested in is in expand- 
ing facilities for them to import and consume more of our commodi- 
ties. I don’t believe we need any additional legislation for that. 

Mr. Atsert. Have you considered the storing of American wheat 
abroad ? 

Mr. Davis. That has been considered. 

Mr. Atsert. What sort of thinking is there on this subject ? 

Mr. Davis. I am not just sure where that stands at the moment. It 
is still an active question. That will have to go to the top for final 
resolution, as far as I know. 

Mr. Axvserr. Is there anybody in this group that can furnish us 
something as to what is being done along that line, what the prospects 
are? 

Mr. Smrru of Kansas. If I remember, we have been building ele- 
vators all over the world—elevators in Turkey. 

Mr. Arsert. That is for a foreign country. I am thinking about 
building elevators of our own. 

Mr. Soirn of Kansas. We built them in Pakistan. 

Mr: Cummrines. What you are talking about is building storage in 
foreign countries and storing American wheat over there so it would 
be available? 

Mr. Arperr. Yes. 

Mr. Hermpvurcer. These gentlemen from the FAS can provide the 
committee with a statement on what is being done and what has been 
done in these countries. 

Mr. Arsert. We will appreciate your furnishing that. 

Mr. Cummines. We had a proposition from Italy about 3 years 
ago wanting to store United States wheat in Italy. And they went 
so far as to send us the rates of storage, what it would cost us to store 
wheat over there, just kind of feeling us out. It was about twice as 
much as what we are paying for storage here. 

Mr. Arzert. It is a matter of using our counterpart funds to build 
our own storage. Whatever the Department has done in that connec- 
tion that can be made available to the committee we would appreciate 
having. Youcan furnish it in the form of a statement for the record. 

Mr. Cummines. Yes. 

Mr. Meap. Does that concern United States or foreign ownership? 

Mr. Avsert. Both sides of it, the whole field. We are seeking as 
much information as we can get. 
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(The information is as follows :) 


In view of the previous discussion, the question might best be answered 
from two standpoints: First, how foreign currencies generated from title ‘1, 
Public Law 480 sales can be used for the erection of grain elevators for the 
storage of wheat overseas, and, second, the feasibility of storing wheat over- 
seas either under U.S. or foreign ownership. 

1. Title I foreign currencies may now be used for the erection of grain ele- 
vators under section 104(e) and 104(g) of Public Law 480. Under many 
agreements concluded since August 1957 up to 25 percent of the foreign eur- 
rency proceeds may be loaned to private U.S. business firms for general busi- 
ness development and to U.S. or firms of the importing country for the estab- 
lishment of facilities which would increase markets for U.S. agricultural prod- 
ucts. These loans are made through the Export-Import Bank of Washington. 
The law provides that the loans shall be mutually agreeable to the Export- 
Import Bank and the foreign country. 

Most title I agreements since the inception of the program provide for a 
substantial portion of the foreign currency proceeds to be loaned to the foreign 
government for economic development purposes. About half the foreign cur- 
rencies to accrue under existing agreements are reserved for these purposes. 
Proposals for the use of these loan funds are subject to agreement by the U.S. 
and the foreign government. 

2. The Department does not believe it is feasible to store wheat abroad un- 
der U.S. ownership; however, it favors the establishment of national reserves 
of wheat and other commodities under ownership of foreign countries. The 
U.S. Government has frequently indicated its willingness to assist countries to 
establish national reserves of agricultural commodities, pointing out that title 
I, Public Law 480 could be used for this purpose within funds limitations. 
Certain criteria would be established, of course, to assure that reserves would 
be used only in case of crop failure or other exigencies and that normal trade 
would not be displaced. It is also pointed out that the feasibility of national 
reserves would depend in large degree on proper storage and distribution fa- 
cilities in the foreign country. 


Mr. Bevcuer. I would like to make one observation, in doing that 
we should proceed rather carefully in the emptying of these bins if 
we spend millions of dollars. There is a 65 million-bushel capacity in 
my hometown, I would rather have it stored there than maybe some 
other place, like Italy. 

Mr. Apert. We can store it in both places and have some left. 

Mr. Betcuer. We have still some left and more of it. 

Mr. Avsert, I am trying to figure out a way that we can let the 
farmers grow wheat without wrecking our whole wheat program and 
wheat economy. I am not endorsing but asking for the information. 
I am simply trying to find out what the thinking of the Department 
is in all fields, 1f it is possible. This is merely a factfinding explora- 
tion. I hope we can find some facts that will help us with this difii- 
cult problem. 

We certainy do not want any of our elevators empty as long as we 
have grain to store in them, as my friend from Oklahoma mentioned. 

Mr. Bretcuer. I did not charge you with encouraging that. I just 
didn’t want them to get the wrong impression. [Laughter. ] 

Mr. Cummines. Because down in Enid and that area you can store 
grain longer and in better shape than most places in the world. 

Mr. Apert. I think it certainly always will be an objective of any 
law that we pass to make it primary to store our commodities here. 
This would only be subsidiary. 

37304— 59—pt. 1——_8 
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Mr. Jounson of Colorado. My initial request was to point up that 
a foreign country needs a dependable source of supply. And a guar- 
antee of a regular U.S. source of supply. And if we can build into 
the economy of these countries some orderly routine by which this 
can go through the pipelines to the ultimate consumer efficiently and 
economically “and favorably, it would mean something to us. 

Mr. Bevcuer. Actually, handling the wheat over there for sale or 
for consumption probably would be a ver y good proposition. 

Mr. Axzert. It could help us and somebody else, too, if we build 
storage in other countries and then let them store somebody else’s 
wheat. They could do that, I assume. 

Mr. Jounson of Colorado. It would be only ours if we are giving 
aid to them. 

Mr. Hermmpcurcer. Mr. Cummings, I would like to follow up on a 
couple of questions the chairman has asked. One concerns this matter 
of grade and quality of wheat. 

Of course, as you point out, the matter of quality and the matter of 
meeting a certain grade are two different things. 

But isn’t it possible that some of the disappointment that foreign 
buyers have expressed over American wheat stems from the fact that 
they may look at a sample of wheat in Kansas City or Enid, or Min- 
neapolis, of a certain grade, and decide to buy this wheat, it looks 
pretty good. Then when they get it in their country, delivered to 
them, it is at the v very minimum for that particular grade because the 
wheat has been slugged when it gets to the seaport ‘by the exporting 
company by adding to it the trash and extraneous matter right up to 
the maximum allowable for the grade? 

Mr. Cummrines. That could be possible. 

Mr. Hermpurcer. You think it might have happened? 

Mr. Cummrines. I never saw anything like that. But in our report, 
I think we took samples of about forty-some cargoes, maybe more 
than that 1 year, and in analyzing this—and this is the report that 
was published by the Kansas E xperiment: al Station, and Dr. Shellen- 
berger who did the survey is here in the room—the sur vey shows that 
the “samples that were taken in about four or five ports in Europe of 
American wheat, just the ordinary run of wheat, shows that these 
samples didn’t hit the maximum ‘of the grade. It was about the 
average middle way. 

I believe Dr. Shellenber ger can enlighten you more on that because 
he was the man over there | helping to obtain the samples. 

Here is the booklet, if you want it, that gives the whole report. 

Mr. Hermevrcer. He s sampled 42 American c argoes and found 

Mr. Cummines. Not 42 American cargoes. Do you remember how 
many, Doctor ? 





STATEMENT OF DR. J. A. SHELLENBERGER, KANSAS AGRICULTURAL 
EXPERIMENT STATION, KANSAS STATE COLLEGE 


Dr. SHeLLEnBerGER. Abp&tt 400 cargoes samples of wheat from all 
over the world. 

Mr. Hermecrcer. Mr. Chairman, may we have him relate to us 
what his experience was and the quality of American wheat ? 

Since this question has been br ought up, can you tell us very briefly 
what your experience was in comparing the grade of American wheat 
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arriving in Europe with our own grade standards and with that of 
other countries ? 

Mr. Auzerr. State your full name. 

Dr. Suettensercer. A. Shellenberger. I think Mr. Cummings 
covered it essentially. Much to everyone’s surprise we found that 
out there with a total of 23 cargoes the U.S. wheat which graded 
differently on reinspection than was evident on the ocean bill of 
lading. And when they were reinspected in Chicago, there were only 
3 that graded lower than on the ocean bill of lading, and the other 
23 higher. And there was no evidence, as Mr. Cummings pointed 
out, of our cargoes being loaded to the maximum with undesirable 
mixtures, broken kernels, and foreign material. 

Mr. Hermpurcer. I am glad to hear that, because we have had 
numerous reports that that sort of thing was going on. 

When did you make this inspection ? 

Dr. SHELLENBERGER. That was made in 1955-56, was it not? 

Mr. Cummines. I think that was the time. 

Dr. SHELLENBERGER. When we collected the samples. We have 
every reason to believe that there has been considerable improvement 
since that time. 

Mr. Ausert. What about the reports that come in being dissatisfied 
with the type of wheat that they received ? 

Dr. SHELLENBERGER. I don’t mean to be a little facetious; I don’t 
mean that to be that way, in what I now say. One of our troubles is 
that we have had too many people running around the world asking, 
“What is wrong with our wheat ¢” 

Wheat operators are good horse traders. I have never known one 
yet that said he was satisfied with it if you asked him. A good many 
of their complaints are simply rather traditional procedure of trying 
to get the best possible price. 

Mr. Apert. Horse trading. 

Dr. SHELLENBERGER. That is right. 

Mr. Hermpurcer. Mr. Chairman, there is one other thing I would 
like to follow up with your permission. That is the matter of the 
subsidy on Hard Red Winter wheat. 

From what I have gathered from the testimony of various witnesses 
on this subject, the subsidy we pay to export Hard Red Spring wheat 
is higher than that of Hard Red Winter wheat and, apparently, the 
reason for that is that there is more demand in the United States for 
the spring wheat. 

It does seem rather strange to me that we should be trying harder, in 
terms of subsidy payment, to export a commodity for which there is 
a greater demand in this country. 

Isnt that rather inconsistent? Why don’t we try harder to dispose 
of the winter wheat for which there seems to be less demand in the 
United States? 

Mr. Rosey. As I say I do not consider that. Mr. Pulvermacher 
may be able to. 

Mr. Hermpurcer. Can you enlighten us on this score 

Mr. Putvermacuer. Generally, it is hard to answer this type of 
question. Basically, in looking at these various classes of wheat 
grown in this country, we attempt to figure out with what foreign 
markets we are most competitive. The export subsidy, the payment, 
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is to bridge the gap between our domestic market with the price of 
that type of wheat in the foreign country. 

When you get into the mechanics of how it is done, there are many 
considerations in it. I am not fully conversant at all with the me- 
chanics that are employed in doing this. 

I might say that the people who do this work have the benefit of 
receiving daily sales information on the part of other wheat exporters 
in these “foreign markets, prices at which wheat is being sold daily. 
This is all used in the calculations in computing the subsidy which 
should be set on various classes of wheat. 

Mr. Hermevrcer. I can see that if you accept the basic policy that 
each class of wheat must compete class for class and type for type 
throughout the world that is what you would come up with, but might 
it not be possible that, instead of having a higher subsidy on hard 
spring wheat we have one on hard winter wheat, we could sell more 
of that? 

Mr. Putvermacuer. That is possible. 

Mr. Hermsurcer. I have asked the gentleman here to be prepared 
to describe to the committee the types of wheat programs which are 
in effect in the exporting countries, Canada, Argentina, and Australia. 

Mr. Arzert. We would like to ask a few questions here. Do you 
have any record of the total cost of the subsidies year by year? 

Mr. Rosey. I believe I have that. 

Mr. Axsert. Is that in the record ? 

Mr. Rosey. No, sir. 

Mr. Atsert. Will you furnish that for the record ? 

Mr. Rosey. I will be glad to. 

Mr. Atsert. Without objection that will become a part of the 
record. 

(The information is as follows :) 


Wheat and flour export costs 





Fiscal year IWA Non-IWA ! Total 

a tilt aii teia dnp ehinnboos a $77, 794, 566 None 77, 794, 566 
ea a atic eens aabinaweennink 178, 179, 517 None 178, 179, 517 
NN OE SE a hi ad SEL eS aides hid Secs 166, 928, 527 None 166, 928, 527 
nti niet ow 125, 865, 268 None 125, 865, 268 
SE dibd stated nbedntedddsbowdoawvenkbockwe ini deline cimtoahs 58, 696, 561 $26, 087, 494 84, 784, O85 
I ecieercinethoine edponnddunebaorrmeggedanuueseneee 98, 482, 076 49, 574, 935 148, 047, O11 
ee ee a Oe eon shicet era beenee 2 89, 679, 957 69, 576, 352 159, 256, 309 
I I oe ei ibnteinsbes a | 94, 646, 408 265, 970, 313 360, 616, 721 
i es sininiadupeineinere 7 nemnedi thisosrapel Tween ore 219, 844, 925 298, 414, 901 
dich ihd cbbdcbdedsdbbukdee csi cd ddockvcosssbba ds A) 2, 166, (00 | 58,913,000 80, 079, 000 

EN eee te act ecnnatndeanceelewudeenielnteinebthtioes | 990, 008, 856 | 689, 967, 019 | # 679, 975, 875 


| 


1 Includes Public Law 480. 
* Through Dec. 31, 1958. 

Mr. Aupert. Do we have in the record the total storage costs per 
year for wheat in storage in this country ? 

Mr. Hermpvrcer. I think we have that. 

Mr. Apert. Secretary Benson said this morning on a television 
program it would show that it was approaching a billion dollars a 
year. That includes all commodities, but the inference is left that 
wheat was now costing about a million dollars aday. That was being 
charged to the wheat program and to the farm program and to the 
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farmers. I would like to have that made available. I do not think 
we want to run this storage cost up much further than it is right now. 

Mr. Snort. However, this subsidy business intrigues me. Who 
gets this subsidy? It seems to me that the farmer does not. Who 
gets this subsidy ¢ ! 

Mr. PutverMAcHeER. It is in the payment-in-kind program. The 
exporter receives the subsidy which is redeemable from CCC stocks 
of wheat. The certificate is issued in the value of the subsidy receipt 
which represents the difference between the world market price and 
the domestic market price. 

Mr. Beicuer. The inference is left that this is a subsidy paid to 
exporters. Actually the subsidy paid is the difference between the 
domestic and world prices. 

Mr. Putvermacuer. That is correct. 

Mr. Betcuer. It is a subsidy that is just given to the exporter, be- 
cause the exporter has to pay more for wheat than he can sell it for. 
It fills in the gap. 

Mr. Putvermacuer. That is right. 

Mr. Betcuer. The farmer does get that when he sells his wheat. 
That goes into maintaining the price of wheat to the farmer. 

Mr. Arpert. The support price is considerably above the world 
market. The difference has to be made up from somewhere or it won’t 
sell in the world market. That has been the subsidy. 

Mr. Suort. Is that true of all wheat we sell abroad ¢ 

Mr. Putvermacuer. Yes. When we sell wheat, of course, under 
title II for instance, it does not move through commercial channels 
of trade. Wheat moving through the commercial channels of trade 
is priced at this lower price or the exporter is getting the benefit of the 
payments in kind. 

Mr. Avsert. All of the countries are doing this. That is just about 
what it comes to, in some form or another. 

Mr. Putvermacuer. In one way or the other. 

Mr. Avsert. Do you have any questions on this before we go to the 
next one? 

Mr. Smirn of Kansas. What are the competitive wheat areas? 

Mr. Snort. Outside of Canada and Australia. 

Mr. PutvermacnHer. You mean other producers that are concerned ? 

Mr. Smrrn of Kansas. Yes. You say they desire spring red. 
Where do they raise this so-called Hard Spring wheat? 

Mr. Putvermacuer. Do you want to comment? 

Mr. Cummines. There are only about five parts in the world that 
grow a good hard bread wheat. That is Canada and the United 
States, Argentina, and Russia. I guess that is all of them. 

Mr. Smiru of Kansas. You are talking about Hard Spring? 

Mr. Cummines. Either Spring or Winter. I am talking about a 
Hard Winter that is used practically exclusively for bread. There 
isn’t very much difference now with the new varieties of Hard Red 
Winter, in the teste, between Winter and Spring. With these new 
varieties they have of Hard Red Winter with long mixing time and 
strong gluten it is about equal now with the Spring. 

Mr. Breepine. Would the foreign countries that we are shipping to 
use more of it if we extended Public Law 480 for 5 years? 

_ Mr. Davis. There might be some increase in consumption. I think 
it would be fairly small, which would come about only in the sense 
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that we might avoid some disruptions that occur in shipping. When 
we operate on a year-to-year basis as we have been operating, we some- 
times run out of funds and authority and have a brief period, maybe 
2 or 3 months, before the authority is renewed, and there is a decrease 
in shipments during that period. If the programs were on a longer 
period, there might be some increase in shipments and consumption. 
I think that would be fairly small, however. 

Mr. Breeprne. I have heard that in some countries they were not 
taking advantage of Public Law 480 because they were afraid to raise 
the standard of living of their people for 1 year, and they might not 
have the program for the next year. 

Mr. Davis. We haven't received any complaints or statements from 
other countries along that line. 

Mr. Avsert. Can any of you answer what opportunity Canada has 
to consult on Public Law 480 sales before a sale under Public Law 480 
is made? 

Mr. Davis. If it is a country where Canada has a traditional mar- 
ket and the proposed title I, Public Law 480 program is substantial 
in size, Canada is consulted by the Department of State before our 
program is concluded. 

Mr. Avpert. Does it ever refuse to approve the offers that we might 
make? 

Mr. Davis. So far as I know there has not ever been a case of 
refusal. 

Mr. Axsert. Before we go into the next subject which will be the 
last subject, will it not ? 

Mr. Hermpurcer. Yes. 

Mr. Arpert. That is the subject of comparative programs, subsidy 
programs, and so forth used by other countries, is that the last subject? 

Mr. Hermporcer. Yes. 

Mr. Apert. I would like to say we appreciate the help of the de- 
partmental witnesses. We may have to have further assistance if 
members are not satisfied with the record we have made to date. We 
may have to call upon some of you for supplemental data before we 
get through. Undoubtedly we will have to have help from you in 
considering specific bills. 

Is there anybody from the Department here who knows of any phase 
of the wheat situation that we have not covered in these hearings? 
Are there any major gaps, or important minor gaps, so far as the sub- 
ject matter is concerned that we have not covered in these hearings? 
Do you think we have covered most of it ? 

Mr. SatrerrrevD. Mr. Chairman, I believe we had barter as one item 
on the agenda that has not been discussed as yet. 

Mr. Avsert. We have not discussed that. 

Mr. Satrerriecp. I presume that you covered all of the subject 
matter that was on the agenda for yesterday. 

There is one other topic that has not been discussed; there is a 
possibility of expanding industrial use of wheat. 

Mr. Aupert. Did we cover that yesterday ? 

Mr. Hermpurcer. We did not get to that yesterday. 

Mr. Atsert. Will you go forward ? 

Mr. Hermeurcer. Are you prepared to outline at this time briefly 
for us what the wheat programs are in these other major exporting 
countries ? 
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Mr. Cummineos. That is Mr. Starkey’s subject. 

Mr. Hermpurcer. Will you proceed with that? 

Mr. Srarkey. In general, we have the three that we know about— 
Canada, Argentina, and Australia. All of the wheat in those coun- 
tries that moves into domestic consumption or export is sold to the 
government and through the government it is all handled by govern- 
ment agencies. 

There is one possibility in that they have a greater measure 
of control over the grain that is exported by reason of its being 
handled through government channels. 

Individually, in Canada, I expect you are familiar, many of you, 
with the Canadian situation, the Canadian Wheat Board sets the 
minimum price for wheat to be bought from farmers based on de- 
livery quotas. This price is set in advance of the planting season and 
it is the price that the farmer is guaranteed. 

In the Board’s operations, as they buy wheat, they sell it domes- 
tically and sell it into export, and any profit that they make on their 
wheat sales is prorated among the farmers according to their de- 
liveries. Any losses at the same time that they may sustain on their 
operations are made up by the Federal treasury. 

Mr. Hermpurcer. How does their support price compare with ours, 
do you know ? 

Mr. Starkey. Their initial price was a $1.40 a bushel. Their final 
payment we don’t know what it will be because they have in the last 
several years transferred the surplus to the next year and they haven’t 
closed up the books. Their price has been averaging about $1.68, 
$1.70 a bushel for the past 3 or 4 or 5 years, which is the return to 
the farmer at his farm. 

In Australia again the government buys all of the wheat, sells all 
of the wheat. They set a minimum price equal to the national average 
cost of production. This is in advance of the planting season. And 
they guarantee the sale for all wheat destined for domestic consump- 
tion and up to 100 million bushels of export; they guarantee the pur- 
chase of this amount of wheat. 

Mr. Hetmpurcer. Do they have any marketing quotas and so forth 
in Australia? 

Mr. Starkey. No, they don’t. This is sort of a control on the plant- 
ing of wheat. The domestic consumption is around 75 million bushels 
a year and they guarantee the payments on exports of up to 100 
million bushels. The producer knows what he can expect to sell. 

Mr. Hetmpurcer. Does each producer have a quota that he can 
sell ? 

Mr. Starkey. No, he does not. 

Mr. HermsBorcer. It is sort of a voluntary system, is that correct? 

Mr. Starkey. I think I am not quite familiar with that particular 
point, but I believe they operate somewhat similar to Canada—they 
have a delivery quota that each individual farmer can deliver so 
much. And as in the case of Canada they can plant whatever they 
want to plant. But they can only deliver so much. 

Mr. Hermpourcer. In other words, both Canada and Australia have 
a sort of a bushelage quota on the deliveries, is that it ? 

Mr. Starkey. That is about what it amounts to. 

Mr. Hermpurcer. Thank you. 
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Mr. Srarxey. In Argentina, there is no control on production, 
Currently, the Argentine Government is interested in increasin 
wheat production. The price situation down there is such that the 
farmers are not too interested in planting wheat. 

There again, the wheat is all sold through a government agency 
and this agency in turn sells the wheat through agents into export 
and for domestic use. 

The government guarantees a minimum price for wheat in Argen- 
tina, and as long as the price stays above that, there is no attempt to 
control that price but when it falls below the government steps in and 
pays this price and stands willing to buy all wheat offered at this given 
price. 

Argentina had a system for controlling the prices of exports in the 
form of foreign exchange control. They have recently changed that 
and set an export tax as a subsidy so that the government of Argentina 
uses wheat exports as a measure of revenue and at the same time con- 
trols the export prices. 

That is a pretty quick rundown on the exporting countries. 

Russia we don’t know about. I might say in Russia they have been 
offering wheat in European markets at several cents below any com- 
peting wheat from any free world source. Sales have not been too 
great. 

Mr. Jones (presiding): Mr. Short has a question. 

Mr. Suortr. What has been the effect of the bushelage approach in 
Canada and Australia—has that been a better device to control sur- 
pluses than our acreage approach in the United States? Conld you 
tell us anything about that ? 

Mr. Starkey. I don’t know that it could be considered better, 
Canada has a considerable surplus of wheat on hand at the present 
time. They are in both cases a one-crop economy. Canada does pro- 
duce some barley, oats and rye. Their chief export and foreign ex- 
change earner is wheat, 

Australia in its position in the southeast part of the world has a 
good market there. They have also Commonwealth ties. ‘There have 
not been any great need or efforts to limit production. The govern- 
ment by and large guarantees the minimum that they will export but 
will export as much as they can above that minimum. 

Mr. Snort. What did you say the Canadian price was at the farmer 
level ? 

Mr. Starkey. The initial price was $1.40 and within the last several 
years has been around $1.60 to $1.70, the final return that the farmer 
receives. 

Mr. Suort. That is a little bit better price than we have in our area, 
Canada is paying more. Their freight rate from the wheat produc- 
ing areas to the head of the Lakes at Port Arthur is much cheaper. 

Mr. Cumacrnes. They have just increased the price of wheat about 
5 cents to the farmer in Canada on account of the Seaway. 

Mr. SHort. On account of the Seaway ? 

Mr. Srarxey. They raised their price to be paid to farmers on 
futures after the opening of the Seaway to get back to the producer 
some of the advantage of the Seaway—that they expect from the 
Seaway. 
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Mr. Suort. I hope that some of the advantages will accrue to N orth 
Dakota that accrue to them. 

Mr. Srarkey. They should accrue equally to all of them. 

Mr. Cummines. I think that is one of the reasons why Canada is 
such tough competition in foreign markets. It is because they grow 
for export, they have to export a big portion of' their wheat. We 
consume here about 60 percent of our production. They have to 
export pretty nearly that much. 

Mr. Srarkey. More than that. 

Mr. Cummines. So they have had to depend on an export market, 
where we have not to a certain extent. And they have tailored their 
handling of their wheat for exports. They-do not mix grades, in 
fact, they’ don’t have but the one kind of wheat. And they clean 
all of their wheat. Wheat runs over a screen when it goes into the 
ship. So there is not trash that’ is allowed in our grades. It is’gov- 
ernment control that seems to handle that and make it possible. 

Mr. Starkey. They don’t have the variation in areas of production 
that we have in this country. They produce, as you know, from 
the northern spring area that produces good wheat throughout. 
Whereas we have the wheat in Missouri, and Illinois, and various parts 
of the country, Tennessee, that do not measure up to the high quality 
wheat of Spring wheat, high quality Red Winter wheat that 1s pro- 
duced. 

Mr. Snort. We have always assumed that we produced the finest 
wheat in the world in the Great Plains and yet in the actual analysis 
of the trouble the wheat industry is in, there seems to be no surplus 
of the lower qualities of wheats. Isn’t that true? White wheat is not 
in any oversupply as is Hard Spring neither is Soft Red Winter. 

Mr. Starkey. There is a problem with so-called Yellow Hard 
Winter which is produced according to the climatic factors in any 
one year, in varying distances from the Mississippi River and, also, in 
Illinois, and so on. And some years they have too much moisture 
right before harvest season, and they gét a higher percentage of the 
lower quality wheat. This is somewhat of a problem wheat. It is 
classified as Hard Red Winter, that is, in the grading. 

Mr. Jonrs. Any other questions? 

It is now two minutes to 12 and I doubt that we will have time to 
eonclude if we would get. started on. this barter operation. If the 
members of the Committee want to stay here and try to coms 
plete that, I: would be willing to stay, but I think we are getting 
toa pretty big area when we get into the barter program and I doubt 
if it would be a good idea to start.jt. 1 think we might, hold that 
for a later date. And we will probably be calling on you, Mr. 
Satterfield, when we get into that discussion. And if the other mem- 
bers of the Committee do not have any questions, do you have any. 
question ? 

Mr. Hermeuraer. No questions. 

Mr. Jones. Than you aoe being here, gentlemen. I cannot say at 


this time ‘what the plans of the Chairman are for holding future 

hearings but I do know that in the future we will resume these hear- 

ings. ‘However, at this time the Committee will stand adjourned. 
(Whereupon, at 12 o’clock noon, the subcommittee adjourned.) 
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(The following letter and report have been submitted to the sub- 
committee and are as follows :) 


THE JOHN W. BAUGHMAN FARMS Co., 
Liberal, Kas., March 4, 1959. 
Hon. J. FLoyp BREEDING, 
Member of Congress from the Fifth District of Kansas, 
Old House Building, 
Washington, D.C. 


DeEaR FLoyp: I am enclosing the report, which I believe you can read, although 
it is a photostat, of the European wheat survey, which was a joint project 
financed by the Nebraska and Kansas Wheat Commissions and. the Foreign Ag- 
griculture Service of the USDA. 

On this survey team was John A. Shellenberger, head of the Department of 
Flour and Feed Milling Industries, Kansas State College, and a representative 
of the Kansas Wheat Commission. 

I have italicized portions of the report as to the quality and cleanliness of 
U.S. wheat shipments—paragraph 3 on the first page. In paragraph 4 ending 
on page 2, U.S. Hard Red Winter Wheat is again considered to be of rather 
poor quality. Again on page 2, paragraph 7, the survey team felt there would 
be increased competition for Europe’s wheat imports, and the United States will 
need to export a cleaner and higher quality wheat. 

Beginning on page 2, there is an excerpt from a report compiled by Dr. Shell- 
enberger, pointing out the problems. On page 3, Shellenberger refers in the 
last paragraph to improvements in the cleanliness and quality of the U.S. 
wheat. 

I am also enclosing a progress report for the period from December 1, 1957, 
through June 30, 1958, to the Administrator, Foreign Agriculture Service, USDA, 
prepared by the Nebraska Wheat Growers, in cooperation with the Nebraska 
Wheat Commission, the Kansas Wheat Commission, and the Colorado Wheat 
Administrative Committee. 

On pages 6 and 7 you have a report of the European wheat survey team, 
project No. E3. Again this was the project team upon which Dr. Shellenberger 
was a member, and on page 7, you can read the recommendations which this 
survey team made. Recommendation No. 2 refers to low grade wheat, and No. 
3 calls for tighter specifications to be established for U.S. wheat, including dock- 
age, and eliminating wheat of other classes and other grains. 

I am at a loss to know of the attitude of Dr. Shellenberger, unless the grain 
trade has gotten to him first. 

I was a member of the 22 wheat producers and their wives who traveled the 
same route and we made the same identical survey, and we talked to the same 
people, millers, buyers, and officials of the foreign countries relative to the qual- 
ity and cleanliness of the U.S. wheat. In every country the answer was the 
same—U.S. Hard Red Winter Wheat was of low quality, lacked cleanliness, and 
contained too great a percentage of other grains, such as corn, milo, oats, barley, 
rye, rotten wheat, and foreign material. 

Since the millers of Europe are accustomed to this wide tolerance on mixed 
grains and are still willing to buy that way, as long as the shipments are equal 
to the sample or just a little better, the exporter takes advantage of the situa- 
tion. 

After talking to these millers and buyers in Europe and acually sampling U.S. 
wheat ready to be milled into flour, we know and can prove that the tolerance 
is too great and someone deliberately mixes too many small grains and foreign 
materials in our wheat that is shipped. 

As a result of these surveys, the pressure is on and many large grain com- 
panies or handlers are trying to relieve the pressure and unofficially are promis- 
ing to be good. They say if let alone, they will handle the situation. 

While in England, I watched a Greek freighter unload a shipload of wheat 
from Argentina, and I had a visit with the ship captain (sorry I did not take 
names) but this captain, who had piloted many Greek freighters, said that his 
ship had stopped on the high seas and blended his cargo with the cargo of an- 
other vessel. 

I have called Graber relative to the situation, and you will not that he was a 
member of this first European wheat survey team. 

Sincerely, 


OLIver S. Brown. 
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EUROPEAN WHEAT SURVEY 


The European wheat marketing survey was a joint project financed by the 
Nebraska and Kansas Wheat Commissions and the Foreign Agricultural Serv- 
ice of the U.S. Department of Agriculture. A cooperative contract agreement 
was negotiated and signed by the Nebraska Wheat Growers Association, repre- 
senting the Nebraska and Kansas Wheat Commissions, with the Foreign 
Agricultural Service, USDA, to do wheat market survey work in certain 
European countries. 

The survey team left New York City on September 25, 1957, and after visit- 
ing nine countries in Europe returned to New York City November 15, 1957. 
In addition to the calls on U.S. Embassy officials, the team met with govern- 
ment, grain, milling, and grain import representatives in each of the countries 
visited. In each case members of the team were courteously received and con- 
siderable interest was shown in the team’s visit as evidenced by the sincere 
and frank discussions relative to wheat imports and the relative position of 
U.S. Hard Red Winter Wheat. The nine countries visited by the team were 
West Germany, Switzerland, Italy, Greece, Austria, Finland, the Netherlands, 
Belgium, and England. 

Members of the European survey team were as follows: Car] Bruns, presi- 
dent of the Nebraska Wheat Growers Association, Chappell; Earl L. Lester, 
member of the Nebraska Wheat Commission, Edison; John A. Shellenberger, 
head of the Department of Flour and Feed Milling Industries, Kansas State 
College and representative of the Kansas Wheat Commission; W. W. Graber, 
administrator of the Kansas Wheat Commission, Hutchinson; Edmond Morgan- 
stern, farmer and operator of grain elevators at Salina, Kans., and a consultant 
to Foreign Agricultural Service; and Arthur Cummings, Grain and Feed Divi- 
sion, Foreign Agricultural Service, USDA. Leslie F. Sheffield, chief of the Ne- 
braska Wheat Commission, was assigned as manager of the U.S. wheat exhibit 
at the International Trade Fair at Cologne, Germany, from September 28 through 
October 6, and he accompanied the survey team on part of its schedule in West 
Germany and into Switzerland and Italy. Mr. Sheffield and Mr. Graber then left 
the survey teas and accompanied the Italian pasta delegation on their visit to 
the United States. 

Some of the survey team’s observations were as follows: 

1. There is a pronounced desire on the part of most countries visited to be as 
near self-sufficient in their own food production as conditions will permit. This 
desire is readily understandable since most European countries have been en- 
meshed in two world wars with accompanying food shortages in the last 40 
years. As a result, price supports for domestically produced wheat in prac- 
tically all countries visited are considerably higher than in the United States 
and in most cases U.S. wheat could be imported at lower prices than the support 
level for locally produced wheat. 

2. Since practically all of the wheat produced in the nine European countries 
visited is of a Soft Red Winter type, there is a definite need for higher protein 
and stronger gluten type wheat such as is produced in the Hard Red Winter 
region of the United States for blending with the European produced wheat. 

3. With the exception of England, where millers purchase their wheat direct 
from the grain export firms on the basis of submitted samples of only No. 1 
Dark Hard Winter with a minimum of 14 percent protein, the quality and 
cleanliness of U.S. wheat shipments was regarded to be below Canadian and 
Argentine shipments. 

4. In most of the countries visited, wheat purchases are under the control of 
government officials who may or may not be well informed on the qualities of 
wheat required by their mills or the provisions of the U.S. Grain Standards. 
It was apparent to the survey team that this procedure often results in mis- 
understandings concerning wheat shipments purchased from the United States. 
As a result of this combination of factors, U.S. Hard Red Winter Wheat is con- 
sidered to be of rather poor quality in most cases by many government and 
milling officials in some of the countries visited. 

5. Grain storage facilities in most countries visited by the survey team would 
accommodate only from 4 months’ to perhaps 8 to 10 months’ supply of wheat. 
As a result, storage space is at a premium and shipments must be timed to 
meet the needs of some countries. The survey team was quite surprised to 
learn that the major receiving ports in Kurope have only a million or so bushels 
of grain storage capacity which in many cases is less than the country elevator 
<apacity at many towns in the Hard Red Winter Wheat region. 
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6. The proposed European Common Market may have far-reaching effects on 
wheat purchases by some of the countries visited, especially so in view of the 
trend for increased wheat production in most European countries. If the pro- 
posed European Common Market permitted the movement of wheat supplies 
between member countries without any trade barriers or restrictions, this might 
provide a stimulus for further increased wheat production in some countries 
which are now substantial importers of wheat. 

7. With increased domestic production of wheat in most countries visited and 
stronger competition among the four major wheat-exporting nations because of 
the buildup in world wheat stocks, the survey team felt that there would be 
increased competition for Europe’s wheat imports. The United States will need 
to export a cleaner and higher quality wheat in order to satisfy European 
buyers if we are to maintain our present position in supplying Europe’s wheat 
needs for the future. 

8. Several recommendations for improving the position of U.S. Hard Red 
Winter Wheat in the European market were made by the members of the survey 
team. These recommendations are being given further consideration and study 
by the Nebraska and Kansas Wheat Commissions and the Foreign Agricultural 
Service. 

The following excerpt from a report compiled by Dr. J. A: Shellenberger, a 
member of the survey team, illustrates some of the problems encountered in 
attempting to increase the marketing of U.S. Hard Red Winter Wheat : 

“A good éxample of the complexities of the wheat purchasing systems of 
European countries is the German system. Grain supplies for Germany aré 
under the jurisdiction of, and subject to, the grain and feeds marketing law. 
This law binds the Government, each year, to fix domestic prices for grain. 
The Government has established a supply and import agency which takes into 
account the estimated domestic supply, the amount of storage space available, 
and the quantities of strong and filler-type wheats which are expected to be 
needed to maintain flour grades, and then it sets the price and quantity of 
imports. The grain and feed marketing law was established to accomplish the 
following: 

“(a) To maintain order in the marketing of grain. 

“(b) To safeguard supplies and make sure at all times that there is an 
adequate supply of grain. 

“(c) To maintain prices which are mutually satisfactory to both con- 
sumers and producers. 

“In actual practice, the grain and feed marketing law has been used as a 
means for protecting farmers and has resulted in increasing the prices of flour 
and baked goods. The estimated price increase is approximately 30 percent 
higher than if bread grains were traded at world price levels. 

“The import and storage agency is legally obligated, under the grain and feed 
marketing law, to buy from the domestic producers all grains at the minimum 
fixed prices at least, and to sell to processing industries and customers for at 
least the maximum fixed price, should world prices of grain be higher. In order 
to bring the prices of imported grain in line with domestic prices, the import 
and storage agency follows the trend of world markets and sets up prices for 
imports, which is referred to, generally as the repurchase price. The difference 
between the world price and the fixed price is either a ‘skimming’ charge, if 
world prices are lower, or a subsidy if the prices are above the world level. 
According to the grain marketing law, the importer is obligated to offer grain 
imports to the import and storage agency and to repurchase the grain from the 
agency. Revenue from ‘skimmings’ during the past year has amounted to ap- 
proximately 400 million deutsche marks. 

“At present, the situation in Germany is based on the need for about 30 per- 
cent of the total wheat imported, to consist of what is referred to as ‘quality 
wheat imports.’ About 40 percent is made up of what is termed as ‘filler wheat’ 
and about 30 percent use of domestic wheat. In addition to the ‘skimming’ 
charges, the German Government has established a system of quality sur- 
charges which are based on the quality of the wheat and are as follows: Cana- 
dian wheat, 20 deutsche marks per metric ton; Argentine wheat, 17 deutsch 
marks per metric ton; U.S. wheat, 10 deutsche marks per metric ton. These 
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surcharges reflect appraisal of the quality of the wheat which is imported from 
Canada, Argentina, and the United States. These quality appraisals are based 
on the longtime study of various wheats and results from the information 
which has been obtained by the Federal Cereal Research Laboratory at Detmold, 
Germany. Although the quality rating is in line with the prevailing opinion which 
exists throughout Europe, we were led to believe that the actual price sur- 
charges were based more on political manipulations than on quality considera- 
tions. 

“The significance of these surcharges is evident, however, and makes it plain 
that under the present situation in Germany, there might not be any advantage 
in attempting to convince the German Government that U.S. wheat is superior 
to Argentine and equivalent to Canadian wheat. Obviously, if the quality 
ratings were changed, U.S. wheat would be subject to higher surcharges which 
would reduce the U.S. competitive position in the German import market. 

“These considerations which apply only to Germany do point up the great 
complexities which exist in marketing wheat in Europe. Each country has its 
own laws and agencies which deal with the problem of wheat or grain imports. 
A great deal of time and considerable experience is required to become ac- 
quainted with the full particulars pertaining to the marketing manipulations in 
yarious countries.” 

Somewhat similar problems were encountered in most of the countries visited. 
Members of the survey team were convinced that both improvements in the 
cleanliness and quality of U.S. wheat as well as better salesmanship, and the 
provision of customer service in connection with wheat purchases, would be 
necessary to maintain the U.S. position as a major source for Europe’s wheat 
imports. 


Xx 
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MONDAY, FEBRUARY 2, 1959 


HovuseE OF REPRESENTATIVES, 
SUBCOMMITTEE ON Foreign AGRICULTURAL OPERATIONS 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to notice at 10 a.m., in room 1310, 
New House Office Building, Hon. W. R. Poage, (chairman of the 
subcommittee) presiding. 

Present: Representatives Poage (chairman of the subcommittee), 
Albert, Jones, Matthews, and McIntire. 

Also present: Representatives Cooley (chairman), Gathings, John- 
son, McGovern, Breeding, McSween, Hoeven, and Teague. 

Also present: John Heimburger, counsel; Hyde Murray, assistant 
clerk, Alicia Shoemaker, staff assistant. 

Mr. Poace (presiding). The committee will please come to order. 

Miss Shoemaker, will you please call the roll of the subcommittee. 

Miss SHormaker. Mr. Poage. 

Mr. Poace. Present. 

Miss SHorMAKER. Mr. Albert. 

(No response. ) 

Miss SHorMakKeEr. Mr. Jones. 

(No response. ) 

Miss SHoremaker. Mr. Matthews. 

(No response. ) 

Miss SHormaker. Mr. Burns. 

(No response. ) 

Miss SHormAker. Mr. Dague. 

(No response. ) 

Miss SHormaker. Mr. Belcher. 

(No response. ) 

Miss SHoemaker. Mr. McIntire. 

(No response. ) 

Mr. Poace. There being none present but the chairman, the com- 
mittee will stand in recess. 

(Short recess. ) 

Mr. Poager. It is 10:13. The committee will come to order. The 
clerk will again call the roll. 

Miss SHormaker. Mr. Poage. 

Mr. Poace. Present. 

Miss SHoeMAKeER. Mr. Albert. 

Mr. Auger. Present. 

Miss SHorMaAKeER. Mr. Jones. 

Mr. Jonxs. Present. 
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Miss SHormaAkKer. Mr. Matthews. 

Mr. Marruews. Present. 

Miss SHorMmaAKER. Mr. Burns. 

(No response. ) 

Miss SHorMAKER. Mr. Dague. 

(No response. ) 

Miss SHormAKER. Mr. Belcher. 

(No response. ) 

Miss SHormaker. Mr. McIntire. 

Mr. McIntire. Here. 

(Also present at hearing subsequent to rollcall: Mr. -Cooley, Mr. 
Gathings, Mr. Johnson of Wisconsin, Mr. Breeding, Mr. McGovern, 
Mr. McSween, Mr. Hoeven, and Mr. Teague. ) 

Mr. Poacr. May I say to the members of the subcommittee that the 
Chair expects to call the roll, and in order to meet the schedule this 
year, he will ask members to be prompt because he w ill call the roll at 
10 o’clock, the time the meetings are scheduled. 

We should not waste time in appearing late at the scheduled meet- 
ing. I do not think we save ourselves any time by coming here and 
having to stand around 10 or 15 minutes before we start each meeting. 

If we find we cannot do it, maybe we will quit having meetings, 
But there is no purpose in announcing a meeting unles we try to start 
ontime. Let us proceed. 

This morning we are attempting to get an idea of what the problems 
are before the subcommittee and some of the responsibilities of this 
subcommittee. We have asked representatives of the Department 
to be with us. We have Mr. Rawlings, who is in charge, as I uuder- 
stand it, of the operations of the barter operations under Public Law 
480. That does not include all of the operations. Mr. Ioanes will be 
here representing foreign agriculture generally. He had a meeting 
of the Commodity Credit Corporation Board this morning. He will 
be here at 11:30. We thought we could go ahead a little bit in reverse 
order. I would rather start with the general explanation of the whole 
picture of foreign agriculture, but since we could not conveniently do 
that we will start with this phase of it about which a great number of 
questions have arisen. 

If any of the members of this subcommittee or any of the other 
Members of the Congress—we want all of them, Mr. Johnson and Mr. 
Gathings and any other members who are here of our committee to ask 
questions and we hope other Members of Congress might attend. 
Please feel that you ois a right to participate in the proceeding. 
We will be glad to have you all ‘take part in it and ask any questions 
because this is for information and not a hearing on any particular 
subject. 

I think maybe to get this thing underway we will ask Mr. Rawlings 
to come up and explain the work of your division and just how 


it is functioning. 


- 
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STATEMENT OF THOMAS R. RAWLINGS, DIRECTOR, BARTER AND 
STOCKPILING DIVISION, DEPARTMENT OF AGRICULTURE, AC- 
COMPANIED BY C. R. HUBBARD AND J. D. WALTERS 


Mr. Rawttnes. I have no prepared statement. 

Mr. Poace. We do not expect any—just an explanation of what 

your functions are. 
* Mr. Rawirnes. Well, after the passage of Public Law 85-931 which 
was approved September 6, 1958, we proceeded to draft what you 
might term a modified program in line with the amendments in that 
law to the original Public Law 480, 83d Congress, 

Mr. Poace. Would you go a little further and give the membership 
and a review of just what Public Law 480 required you to do. 

Mr. Atsert. Would you mind identifying yourself ? 

Mr. Rawuines. T. R. Rawlings, Director, Barter and Stockpiling 
Division, Commodity Stabilization Service, Department of Agricul- 
ture. 

The barter authority originally was contained in the Commodity 
Credit Corporation Charter Act, Public Law 806 of the 80th Con- 
ogress. 

The next amendment was Public Law 85 of the 81st Congress, 
approved June 7, 1949, 

Subsequent to the Agricultural Act of 1949 and in later agricultural 
acts there was some reference to barter, particularly section 416. The 
barter program, you might say, really became active with the amend- 
ment of Public Law 85 of the 81st Congress I have just mentioned. 
That act provided that strategic and critical materials produced 
abroad could be exchanged for agricultural commodities of the Com- 
modity Credit Corporation. Upon receipt of those materials they 
would be transferred to the strategic and critical materials stockpile— 
the so-called national stockpile—and then Commodity Credit Corpora- 
tion would be reimbursed at the fair market value. There was, also, in 
that amendment a statement which stated that nothing in that particu- 
lar section, section 2, would preclude the Department of Agriculture 
from acquiring, holding, or disposing of materials acquired under the 
program. We operated primarily under that section until 1954, 
around July, when on July 10, 1954, Public Law 480 was passed, and 
in that law, section 303 provided that in addition to the other methods 
of disposal and in order to protect the functions and assets of the 
Corporation, the Secretary of Agriculture could acquire strategic 
materials in exchange for agricultural commodities. 

In addition, the Secretary was directed to acquire materials sup- 
plied for foreign assistance or offshore programs or military assist- 
ance programs; and, further, the act directed the Secretary to acquire 
these materials in cooperation with other agencies, 

Also, it provided that the other procuring agencies of the Gov- 
ernment were directed to cooperate with the Secretary of Agriculture 
in such procurements. 


And briefly, that is the barter content of the original Public Law 
480 of July 1954. 
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So in the fiscal year 1955 that would be approximately a year from 
its enactment, we did approximately $280 million worth of barter 
business. The following year we did approximately $315 million 
worth of barter business. And in the fiscal year saline July 1957 
we did approximately $270 million worth of barter business, How- 
ever, the Agriculture Department in the spring of 1957 got very per- 
turbed over the fact that barter might be displacing cash sales of 
commodities. Around May 15—I may be off my dates a week or 
two—we suspended the barter program. 

Mr. Poace. Just what commodities did the Department feel were 
being displaced? Where were they being displaced, in what coun- 
tries and what commodities were being displaced? You have pointed 
out the same thing we have heard before, that we were losing our 
normal cash markets. 

Mr. Rawutnes. That is right. The basic commodities, I mean the 
ones with the largest volume were cotton, wheat, and corn, primarily, 

Mr. Poace. Where were we losing cash markets of cotton ? 

Mr. Rawitnos. Well, sir, under that program the way it was oper- 
ated then CCC would take a strategic material, not necessarily from 
the same country that the agricultural commodity would go to and, 
in effect, CCC would pay for those materials with agricultural com- 
modities out of CCC inventories which the U.S. firm received in 
equivalent value for the materials—and only U.S. firms we dealt with 
and not foreign governments or foreign firms, I would like to em- 
phiabigeLicdiil export those agricultural commodities to any friendly 
country, so there was not a direct relationship between the destination 
of the agricultural commodity and the source of the strategic material 
coming into the United States under barter. 

And one case which I think we filed a statement by Mr. Berger 
last year before this committee involved the French housing pro- 
gram, in which case it was entirely cotton—it was $49 million, and 
some $1 million was wheat, but that went into the normal foreign 
market where cotton could have been shipped under our cash sales 
export program. It is true that it is very difficult to prove conclu- 
sively where you are displacing cash values. But the fact that all of 
our cotton was sold for dollars or dollar equivalent, something they 
could turn into dollars, is one of the factors which the Department 
felt might really be displacing cash sales. 

Mr. Poace. It is difficult to determine where it was displaced. 
Since that happened in May, it was the fiscal year 1957. 

Mr. Rawutnes. Yes. 

Mr. Poace. Do you remember what our total cotton exports were 
during the fiscal year 1957 ? 

Mr. Rawurnes. No, sir; I don’t but they were quite high. 

Mr. Poace. I know they were. During the fiscal year of 1958 what 
were they ? 

Mr. Rawttnes. I have only heard—these are not official Depart- 
ment ere? I heard recently that in 1957, August, 
September, October, November, and in the corresponding period of 


August, September, October, November, of this year 1958, that there 
was something like 55-odd percent, plus or minus, of what they were 
in 1957. 
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Mr. Poacer. In other words, you mean we were moving something 
like 55 percent more before we abandoned the barter program. 

Mr. Ra wired, No, sir. I could not say that, because I really do 
not know. There are other factors which people in the Department 
believe may 

Mr. Cootey. Why can’t we have accurate information? Certainly 
they know about that. You have to have a list and a findin before 
you approve that. So you sent that. Tha cotton shipped by that 
agreement would be over and above the normal imports. 

“Mr. Rawuines. At that time we did not have to, under our system— 
we did not have to—— 

Mr. Cootry. I am not talking about your system. Under the law 
you had to make a finding that our agricultural commodities would 
not disrupt normal commerce and would result in an increase in the 
use of that commodity in the countries into which it was to be shipped. 

Mr. Rawuines. Under the barter program title III, of Public Law 
480, that is not the case, but under title I it would be the case, I must 
say that under title I what you have just stated is written into the 
law but under title III at that time before this amendment, it was not 
so stated. The Secretary had the discretion to invoke policies, in 
order to protect the assets of the corporation, not to displace cash sales. 

Mr. Cootey. The fact is that you did make the finding. They hesi- 
tated a long time before they approved that. 

Mr. Rawuineos. No, sir. 

Mr. Cootry. You stopped bartering before the price was changed. 

Mr. Raw ttnos. But the agreement was made. 

Mr. Cootey. In your agreement that you filed, France will import 
more cotton. 

Mr. Rawutinas. No, under the agreement as I recall—— 

Mr. Cootry. Will you give us a copy of that agreement? 

Mr. Rawuinos. Yes, we can give you a copy. 

Mr. Cootey. Please submit it for the record, and the information 
that Mr. Poage has asked for, the amount of cotton the year before 
and the amount that year. 

Mr. Rawutnos. Yes, sir. 

Mr. Cootey. Within the plan. 

Mr. Rawuinos. Yes, sir. 

Mr. Poacr. Let me explain what I would like to have. Of course, 
if we have the figures for the year ending May 1, or June 1, 1957, that 
will give us more accurate information. Then get us the year ending 
the closest month we have at the present time, because there is a gap, 
I think we all agree, from the first of May 1957, and carry it on to 
May 1958 because you would have a substantial number of agreements 
that had been instituted that were being carried out during that period 
of time, and, also, the records between that time on barter and that 
would be the period of the year preceding May 1, 1957, and then the 
latest year that you can give us, that is, to bring us up to date, maybe 
the ai is year 1958 would probably be the latest that you could 
give us. Obviously you can’t bring us up exactly but as close to the 
present time as you can because the further we get away from May 1, 
al the more accurate our figures are for a program nninfinenced by 
arter. 
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So in the fiscal year 1955 that would be approximately a year from 
its enactment, we did approximately $280 million worth of barter 
business. The following year we did approximately $315 million 
worth of barter business. And in the fiscal year ending July 1957 
we did approximately $270 million worth of barter business, How- 
ever, the Agriculture Department in the spring of 1957 got very per- 
turbed over the fact that barter might be displacing cash sales of 
commodities. Around May 15—I may be off my dates a week or 
two—we suspended the barter program. 

Mr. Poace. Just what commodities did the Department feel were 
being displaced? Where were they being displaced, in what coun- 
tries and what commodities were being displaced? You have pointed 
out the same thing we have heard before, that we were losing our 
normal cash markets. 

Mr. Rawtrnes. That is right. The basic commodities, I mean the 
ones with the largest volume were cotton, wheat, and corn, primarily. 

Mr. Poacre. Where were we losing cash markets of cotton ? 

Mr. Rawuines. Well, sir, under that program the way it was oper- 
ated then CCC would take a strategic material, not necessarily from 
the same country that the agricultural commodity would go to and, 
in effect, CCC would pay for those materials with agricultural com- 
modities out of CCC inventories which the U.S. firm received in 
equivalent value for the materials—and only U.S. firms we dealt with 
and not foreign governments or foreign firms, I would like to em- 
phasize—could export those agricultural commodities to any friendly 
country, so there was not a direct relationship between the destination 
of the agricultural commodity and the source of the strategic material 
coming into the United States under barter. 

And one case which I think we filed a statement by Mr. Berger 
last year before this committee involved the French housing pro- 
gram, in which case it was entirely cotton—it was $49 million, and 
some $1 million was wheat, but that went into the normal forei 
market where cotton could have been shipped under our cash sales 
export program. It is true that it is very difficult to prove conclu- 
sively where you are displacing cash values. But the fact that all of 
our cotton was sold for dollars or dollar equivalent, something they 
could turn into dollars, is one of the factors which the Department 
felt might really be displacing cash sales. 

Mr. Poace. It is difficult to determine where it was displaced. 
Since that happened in May, it was the fiscal year 1957. 

Mr. Rawurnes. Yes. 

Mr. Poage. Do you remember what our total cotton exports were 
during the fiscal year 1957 ? 

Mr. Rawutnos. No, sir; I don’t but they were quite high. 

Mr. Poace. I know they were. During the fiscal year of 1958 what 
were they # 

Mr. Rawtines. I have only heard—these are not official Depart- 
ment figures—somewhere I heard recently that in 1957, August, 
September, October, November, and in the corresponding period of 
August, September, October, November, of this year 1958, that there 
was something like 55-odd percent, plus or minus, of what they were 
in 1957. 
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Mr. Poace. In other words, you mean we were moving something 
like 55 percent more before we abandoned the barter program. 

Mr. Rawirnel. No, sir. I could not say that, because I really do 
not know. There are other factors which people in the Department 
believe may 

Mr. Cootry. Why can’t we have accurate information? Certainly 
they know about that. You have to have a list and a findin before 
you approve that. So you sent that. The cotton shipped by that 
agreement would be over and above the normal imports. 

Mr. Rawuines. At that time we did not have to, under our system— 
we did not have to—— 

Mr. Cootry. I am not talking about your system. Under the law 
you had to make a finding that our agricultural commodities would 
not disrupt normal commerce and would result in an increase in the 
use of that commodity in the countries into which it was to be shipped. 

Mr. Rawuines. Under the barter program title IIT, of Public Law 
480, that is not the case, but under title I it would be the case, I must 
say that under title I what you have just stated is written into the 
law but under title IIT at that time before this amendment, it was not 
so stated. The Secretary had the discretion to invoke policies, in 
order to protect the assets of the corporation, not to displace cash sales. 

Mr. Cootey. The fact is that you did make the finding. They hesi- 
tated a long time before they approved that. 

Mr. Rawuines. No, sir. 

Mr. Cootey. You stopped bartering before the price was changed. 

Mr. Rawwinos. But the agreement was made. 

Mr. Cootey. In your agreement that you filed, France will import 
more cotton. 

Mr. Rawurnas. No, under the agreement as I recall—— 

Mr. Coorry. Will you give us a copy of that agreement? 

Mr. Raw.inas. Yes, we can give you a copy. 

Mr. Cootry. Please submit it for the record, and the information 
that Mr. Poage has asked for, the amount of cotton the year before 
and the amount that year. 

Mr. Rawutnos. Yes, sir. 

Mr. Coo.tey. Within the plan. 

Mr. Rawuinos. Yes, sir. 

Mr. Poacr. Let me explain what I would like to have. Of course, 
if we have the figures for the year ending May 1, or June 1, 1957, that 
will give us more accurate information. Then get us the year ending 
the closest month we have at the present time, because there is a gap, 
I think we all agree, from the first of May 1957, and carry it on to 
May 1958 because you would have a substantial number of agreements 
that had been instituted that were being carried out during that period 
of time, and, also, the records between that time on barter and that 
would be the period of the year preceding May 1, 1957, and then the 
latest year that you can give us, that is, to bring us up to date, maybe 
the calendar year 1958 would probably be the latest that you could 
give us. Obviously you can’t bring us up exactly but as close to the 
present time as you can because the further we get away from May 1, 
eel the more accurate our figures are for a program nninfidenced by 
arter. 
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I would like the figures for all exports of cotton from the United 
States. We want it for all of the world because you pointed out that 
this barter cotton went to many countries. It seems to me that you 
may find that there were substantially larger exportations of ‘the 
commodities during the program and then a substantial reduction 
when we abandoned the program. We would have to have it pretty 
clear that something else intervened before we decided that barter 
was actually restric ting our sale of goods. 

Mr. Rawurnes. It is true that under the barter contract, as you 
pointed out, we make commitments, even on the French housing. And 
I think in that case some of the cotton did not move out until the 

takeover or after August 1, 1957. That is true. 

Mr. Poace. Bringing us up to the last 12 months on which you have 
the figures. 

(The information to be supplied is as follows :) 


CoMMopDITY AGREEMENT 


This Agreement, entered into by and between Commodity Credit Corporation, 
a Federally-incorporated agency of the United States of America (hereinafter 
called ‘“CCC”), and Bunge Corporation, 42 Broadway, New York 4, New York, 
a corporation formed under the laws of the State of New York (hereinafter 
ealled the “‘Dealer’’), 

WITNESSETH : 

Whereas the United States of America acting through the Department of 
Defense has entered into a contract (hereinafter referred to as the “Lease and 
Agreement”) with Compagnie Immobiliere Mare Rainaut et Cie, Paris, France 
(hereinafter called the “Lessor’’), under which the Lessor has agreed to obtain 
land, and construct thereon, and supply furniture and furnishings for, certain 
housing facilities in France, and to lease such facilities to the United States 
Government; and 

Whereas said Lease and Agreement provides for compensation of the Lessor 
through the issuance to the Lessor of Construction Progress Certificates which 
will be accepted by CCC and credited in the amount of the face value of such 
Construction Progress Certificates against the value hereunder established in 
accordance with Section 2.c. of this Agreement for agricultural commodities 
acquired from CCC hereunder by the Dealer. 

Now therefore, in consideration of the premises, CCC and the Dealer hereby 
agree as follows: 

SEcTION 1. General. 

a. The Dealer agrees to make available French francs (with the approval of 
the authorized representative of the Republic of France, by equivalent transfers 
of convertible currency or currency of member countries of the European Pay- 
ments Union or by debiting the currency involved from transferable French 
frane accounts) to the Lessor in the amount of the face value of Construction 
Progress Certificates issued under the Lease and Agreement, less any payment 
for services rendered to the Lessor by the Dealer; and to the Director, Joint 
Construction Agency, Department of Defense, Paris, France, in the amount of 
the face value of Construction Overhead Certificates issued by such agency. 
Transfers of convertible currency or currency of member countries of the Buro- 
pean Payments Union or debits of currency from transferable French frane 
accounts made pursuant to this Section shall be made after the execution of 
this Agreement but before payment of the French francs is made to the Lessor 
or to the Director of the Joint Construction Agency and shall be identified in 
the records of the Dealer as transactions pursuant to this Agreement. The 
Dealer shall keep complete and accurate records and accounts with respect to 
his acquisition of French francs and payment thereof to either the Lessor or 
the Joint Construction Agency in accordance with this Section. Such records 
shall be retained by the Dealer for three years after the date of the last pay- 
ment of French francs under this Agreement or for two years after the date 
of the audit of the records by CCC, whichever is later. The Dealer shall, in 
all such cases, permit authorized representatives of CCC, at any reasonable time 
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to have access to his premises to inspect, examine, audit, and make copies of 
such books, records, accounts, and other written data pertaining to such acquisi- 
tions and payment of French franc. 

b. Subject to the provisions of this Agreement, CCC will accept Construction 
Progress Certificates issued to the Lessor by the Department of Defense and 
Construction Overhead Certificates issued to the Dealer by the Department of 
Defense (such Construction Progress Certificates and Construction Overhead 
Certificates are hereinafter called “Certificates”) at the converted face value 
thereof in full payment and discharge of any obligations of the Dealer to pay 
for agricultural commodities acquired hereunder from CCC, of a value established 
in accordance with Section 2.c. of this Agreement, equivalent to the converted 
face value thereof. The obligation of CCC to accept and credit the Certificates 
as herein above provided shall be in no-wise limited by any defenses or claims 
as between the Lessor and the U.S. Government, or any Agency thereof, regard- 
less of whether or not such claims or defenses were known to the parties at the 
time of presentation of such Certificates by the Dealer. Certificates shall be 
accepted and credited at face value (converted from French francs to U.S. dollars 
at the highest official Bank of France selling rate for U.S. dollars as posted on 
the Paris Bourse in effect on the date of issuance of each of the Certificates) : 
Provided, however, That CCC shall not be required to accept or credit Certifi- 
cates having a total converted face value in excess of fifty million U.S. dollars 
($50,000,000.00 ) . 

ce. In order to be accepted or credited by CCC, such Certificates must be 
presented to CCC not later than October 1, 1959, or 6 months after the date 
on which said Lease and Agreement is terminated, whichever is earlier. 

SecTION 2. Availability of Agricultural Commodities. 

a. Commodities. The agricultural commodities deliverable hereunder shall 
be wheat of such qualities as may be available for sale by CCC from inventories 
acquired through its price support program and as may be designated by the 
Dealer, and such other agricultural commodities as may be available for sale 
by CCC from such inventories and as may be designated by the Dealer. 

b. Quantity. The quantity of agricultural commodities which CCC agrees to 
deliver hereunder shall be such as has a value hereunder, established pursuant to 
Section 2.c., equal to the converted face value of Certificates presented to CCC 
and accepted and credited by CCC in accordance with the provisions of this 
Agreement. 

ce. Establishing Value for Agricultural Commodities. 

(1) General. The Dealer shall establish, not later than 60 days after the 
completion date specified in the Lease and Agreement, including any extension 
thereof (or after any earlier date on which said Lease and Agreement is termi- 
nated), the value hereunder of a quantity of agricultural commodities having 
an established value hereunder equal to the converted face value of all Certifi- 
cates issued on or prior to such completion or termination date. The Dealer 
shall also establish the value hereunder of a quantity of agricultural commodi- 
ties having an established value hereunder equal to the converted face value 
of each Certificate issued after the completion date specified in the Lease and 
Agreement, including any extension thereof (or any earlier date on which said 
Lease and Agreement is terminated) not later than 60 days after the date of 
issuance of each such Certificate. 

(2) By Acceptance Under Notice of Value. The Dealer may request from 
CCC in Washington a notice of, value hereunder for wheat for any day Monday 
through Friday, except leggly holidays, within the time limitations specified 
in Section 2.c.(1) of this Af#feement. Similarly, a request may be made for 
other agricultural commodities deliverable for which CCC determines nofices 
of value hereunder may be issued. These requests must be received by CCC in 
Washington not later than 4:15 p.m., B.S.T. or B.D.S.T., whichever time is 
applicable in Washington on any day, Monday through Friday, except legal 
holidays, for which notice is requested. After 4:15 p.m., B.S.T. or B.D.S.T., 
whichever time is there applicable, on the date specified by the Dealer in his 
request, CCC shall issue him a notice of value hereunder, showing the export 
market price as determined by CCC. Except as provided in Section 2.d. of this 
Agreement the value hereunder, under the notice shall be the export market 
price, as determined by CCC. 

The Dealer shall not be entitled to obtain a notice of value hereunder covering 
a particular class and grade of an agricultural commodity during the period 
that there is a notice of value hereunder outstanding under which the Dealer 
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may accept a value hereunder for the same class and grade of such agricultura] 
commodity. 

Unless otherwise specified in CCC’s notice of value, subject to the provisions of 
Section 2.b. of this Agreement the Dealer may accept at the CSS Commodity 
Office indicated in the notice, subject to the usual tolerances allowed by such 
Commodity Office all or any part of the quantities of the agricultural commodi- 
ties indicated in the notice of value, not later than on the third (3rd) calendar 
day after the date for which such notice of value was issued, and such ac- 
ceptance shall establish the value hereunder of such quantity of agricultural 
commodities. Filing telegrams of acceptance with a telegraph company will 
be deemed to be acceptance. The Dealer agrees to comply with the provisions of 
applicable USDA Grain Announcement, as specified in the notice of value, con- 
cerning Notice of Sale and Declaration of Sale, for wheat acquired hereunder, 

(3) By Acquisition from Commodity Office. The Dealer may establish a 
value hereunder for agricultural commodities deliverable hereunder by ac- 
quiring them directly from a CSS Commody Office within the time limitations 
specified in Section 2.c.(1) of this Agreement. Except as hereinafter set 
forth, the terms prescribed by the CSS Commodity Office, and also the terms 
and conditions of this Agreement not in conflict therewith, shall apply to such 
acquisition, but the provisions of this Agreement in Section 3.f. “Storage 
Charges” shall apply exclusively, and the provisions of this Agreement in Sec- 
tion 6.a.(2) “Export Destination” shall apply in addition to the terms and con- 
ditions prescribed by the CSS Commodity Office. Except as provided in Sec- 
tion 2.d. of this Agreement, the value hereunder of any commodity acquired 
pursuant to this Section 2.c.(3) shall be the Dealer’s acquisition cost (i.e., the 
ceriginal acquisition cost without regard to any price adjustment paid as a 
result of failure to export. 

(a) Acquisition of Agricultural Commodities Other than Cotton. Simul- 
taneously with the acquisition of any agricultural commodity, other than cot- 
ton, the Dealer shall notify the CSS Commodity Office that it is for application to 
this Agreement. Notwithstanding any provisions of this Section 2.c.(3) or the 
terms and conditions of acquisition prescribed by the Commodity Office, the 
provisions of this Agreement in Section 5., shall apply to such acquisition. 

(b) Acquisition of Cotton. Within three business days of the acceptance of a 
bid on cotton, the Dealer shall notify the CSS Commodity Office of the value 
hereunder of the cotton which is to be applied to this Agreement. The provi 
sions of this Agreement in Section 5., except to the extent that they are incon- 
sistent with the terms and conditions prescribed by the Commodity Office, shall 
apply to the acquisition of cotton which is to be applied to this Agreement. 

(c) Acquisition Prior to Signing of Agreement. If the Dealer, pursuant to 
CCC’s telegram of March 15, 1957, has acquired agricultural commodities on a 
cash basis, subject to the condition that such acquisition shail be applied against 
this Agreement, and simultaneously with the acquisition of such commodities 
(or within three business days of acceptance of bid in the case of cotton) has 
notified the Commodity Office that such acquisition is to be applied to this 
Agreement, such acquisition shall be applied hereto as though initially made 
pursuant to this Agreement provided the Dealer makes financial arrangements 
as required herein and receives reimbursements of the cash paid upon such acqui- 
sition. 

d. Export Allowances. Whenever there is an export allowance program in 
effect for any agricultural commodity deliverable hereunder and exportation 
under this Agreement will meet the requirements .of that program, as deter- 
mined by CCC, such agricultural commodities acquired by the Dealer for ap- 
plication to this Agreement must be acquired at the net export price in accord- 
ance with the requirements of such program. Such net export price shall be 
the market price, as determined by CCC, less any applicable export allowance. 
The value hereunder of an agricultural commodity so acquired shall be such net 
export price. The sale and exportation of wheat accepted at an established 
value hereunder based on a net export price may be registered under the In- 
ternational Wheat Agreement, if otherwise eligible for an export allowance 
payment to the exporter. 

SecTIon 3. Delivery of Agricultural Commodities. 

a. Time. CCC shall deliver and the Dealer shall accept delivery of any quan- 
tity of agricultural commodities deliverable hereunder not later than sixty 
(60) calendar days after the final date by which the Dealer must establish the 
value hereunder of such quantity as provided in Section 2.c.(1) of this Agree- 
ment. 
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b. Delivery Instructions. The Dealer shall furnish the CSS Commodity Office 
involved with delivery instructions, in writing, requesting delivery of agricul- 
tural commodities deliverable hereunder. The delivery instructions shall not, 
without the consent of such Commodity Office, request delivery earlier than 
twenty (20) calendar days after furnishing such instructions. The CSS Com- 
modity Office will promptly either confirm the delivery instructions or will 
indicate that delivery cannot be made.at the time and place specified in the 
instructions. In the latter event, CCC will not be liable for failure to deliver 
in accordance with such instructions and the Dealer shall furnish further de- 
livery instructions which also shall be subject to the provisions of this sub- 
Section. Delivery of a quality of agricultural commodity other than that for 
which a value hereunder has been established may be made upon request by the 
Dealer, such substitution and the adjustment to be made in the established 
value hereunder to be at CCC’s option. 

c. Determination of Weight and Quality. The weight of agricultural com- 
modities shall be determined by a licensed or bonded weightmaster at the time 
of delivery, unless otherwise agreed by the Dealer and the CSS Commodity 
Office involved. Such CSS Commodity Office shall furnish to the Dealer six 
(6) copies of each weight certificate. In the case of grain, grade shall be de- 
termined at the time of delivery by an inspector licensed under the U.S. Grain 
Standards Act and in accordance with the official Grain Standards of the United 
States. In the case of other agricultural commodities, grade and quality shall 
be determined in accordance with the terms of sale of such commodities. Such 
determination shall be final. 

d. Title and Risk of Loss and Damage. Title and risk of loss and damage 
to agricultural commodities shall pass to the Dealer concurrently with delivery. 

e. Manner of Delivery. Unless otherwise specified by CCC, grain deliverable 
hereunder will be delivered “f.o.b. ocean vessel,” in bulk at discharge end of 
loading spout free of expense to CCC for stowing and trimming aboard the 
vessel. The warehouse receipts or other documents transferred in effecting 
delivery “in store” shall specify the quantity and quality of the agricultural 
commodity delivered. Delivery of other agricultural commodities shall be 
governed by the terms and conditions of the acquisition. 

f. Storage Charges. For any quantity of an agricultural commodity for 
which the value hereunder has been established by acceptance of notice of value 
issued by CCC in Washington or by the acceptance of an offer at a price quoted 
by a CSS Commodity Office which remains in storage at the expiration of 
thirty (30) calendar days after the value hereunder of such quantity was estab- 
lished, the Dealer shall pay CCC for storage charges for each day after such 
thirty (30) days that such quantity remains in storage. The Dealer shall not 
be required to pay such charges arising out of the failure of CCC to deliver in 
accordance with confirmed delivery instructions. 

Such charges shall be one-twentieth cent per bushel per day for wheat, corn, 
grain sorghums, barley and rye; one-thirtieth cent per bushel per day for oats; 
and such other charges as CCC shall specify for other agricultural commodities. 
Such charges on agricultural commodities acquired for which a value hereunder 
was established other than as indicated in the first paragraph of this Section 
3.f. shall be governed by the terms of such acquisitions. Such charges shall 
be paid to the CSS Commodity Office which invoices them. 

Secrion 4. Agents. The Dealer may designate one or more agents, in addi- 
tion to his employees, to handle transactions under this Agreement and such 
agent(s) will be recognized by CCC, provided such agencies and the terms of 
such designations are not unduly restrictive in the opinion of CCC. 

Section 5. Financial Arrangements for Agricultural Commodities Delivered 
in Advance of Presentation of Certificates. 

a. Notwithstanding any other provision hereof, the Dealer may obtain de 
livery of agricultural commodities (up to the maximum established value here- 
under of $50,000,000) in advance of presentation of Certificates to CCC pro- 
vided the Dealer has furnished to CCC, not later than five (5) banking days 
prior to the date specified for delivery of such agricultural commodities, an ir- 
revocable letter of credit acceptable to CCC, The letter of credit shall not ex- 
pire prior to January 1, 1960, and shall provide for payment to CCC of its 
drafts for the established value hereunder of agricultural commodities delivered 
to the Dealer for which Certificates have not been accepted and credited by CCC 


The letter of credit shall provide that CCC may draw thereon only after October 
31, 1959, or after seven (7) calendar months after the date on which the 
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Lease and Agreement is terminated, whichever date is earlier, and that CCC 
will authorize the bank to reduce the letter of credit from time to time in an 

omens equal to the converted face value of Certificates accepted and credited 
y CCC 

b. Exportation. In the event the Dealer desires delivery other than on board 
ocean vessel, CCC may require, prior to delivery, a bond or other security ac. 
ceptable to CCC in an amount determined by CCC on the basis of the prov isions 
of Section 6.d. of this Agreement and the quantity of the commodity inv olved, 
condition on faithful performance of the Dealer’s obligations under Section 6, 
of this Agreement. 

SEcTION 6. Hxport Requirements. 

a. (1) Time Allowed for Exportation. Within sixty (60) calendar days after 
delivery of an agricultural commodity by CCC, the Dealer shall cause to be 
exported to a friendly foreign country or area, the names of which are to be 
furnished by CCC, the identical agricultural commodity delivered by CCC, the 
identical agricultural commodity loaded out upon presentation to the ware. 
houseman of warehouse receipts transferred by CCC to the Dealer, or the sub- 
stitute agricultural commodity where substitution is permitted by CCC. If 
CCC determines that the Dealer has been delayed in causing exportation of 
the agricultural commodity delivered hereunder or of such substitute agricul- 
tural commodity by causes beyond his control, CCC shall grant such extension 
of time as it deems necessary for the Dealer to cause the agricultural commodity 
to be exported. 

(2) Export Destination. (i) The Dealer warrants that he will not export 
any agricultural commodity delivered hereunder or any substitute agricultural 
commodity where substitution is permitted by CCC, to any unfriendly foreign 
country or area. The Dealer agrees to cause to be inserted in the agreement 
with the foreign importer of such agricultural commodity (a) a representation 
that the purchase or importation of the agricultural commodity is not being 
made for the purpose of resale or transshipment, or to increase the availability of 
such or like agricultural commodities, to any unfriendly country or area and 
(b) an agreement that the foreign importer will not as a result of the purchase 
or importation of the agricultural commodity resell or transship it, or increase 
the availability of such or like agricultural commodities, to any unfriendly 
foreign country or area. 

(ii) The Dealer also warrants that he will not, without approval of CCC, 
export any agricultural commodity delivered hereunder to France or Terri- 
tories of the French Union. 

(3) Warranty Against Accepting Certain Payments. The Dealer warrants 
that neither he nor any other person or firm which exports or sells for export 
any agricultural commodity acquired hereunder or any substitute agricultural 
commodity where substitution is permitted by CCC will accept in payment for 
any such agricultural commodity (a) funds made available by the United 
States Government, or any Agency thereof, expressly for the purchase of agri- 
cultural commodities produced in the United States, or (b) funds made avyail- 
able as the result of financing by the United States Government, or any Agency 
thereof, of sales of agricultural commodities for foreign currency pursuant to 
Title I, Public Law 480. In the event that any such funds are so accepted in 
payment for the exported agricultural commodity, the agricultural commodity 
shall not be considered as exported under this Agreement, and the Dealer 
shall pay to CCC a price adjustment on the agricultural commodity acquired 
hereunder in the amount determined in accordance with Section 6.d. of this 
Agreement. 

b. (1) Notice of Country of Destination. Promptly after final determination 
of the country or area of destination of any agricultural commodity delivered 
hereunder or any substitute agricultural commodity where such substitution 
is permitted by CCC, the Dealer shall transmit to CCC in Washington a state- 
ment of such country or area of destination. 

(2) Proof of Exportation. The Dealer shall, within thirty (30) calendar 
days after causing the agricultural commodity delivered hereunder, or any 
substitute agricultural commodity where substitution is permitted by CCC, 
to be exported, furnish proof of exportation to the CSS Commodity Office from 
which the agricultural commodity was acquired. Proof of exportation. by 
ocean vessel shall consist of a copy of the on-board-ship bill of lading, certified 
by the Dealer, and the shipper if other than the Dealer, as true and correct 
and as representing the agricultural commodity delivered hereunder, or any 
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substitute agricultural commodity where substitution is permitted by CCC, and 
showing the net weight of the agricultural commodity, the date and place of 
loading, name of vessel and name and address of the consignee, together with 
the certification of the ship owner or his agent that the agricultural com- 
modity described therein was actually loaded on the vessel. Proof of exporta- 
tion by means other than ocean vessel shall be as required by the CSS Com- 
modity Office from which the agricultural commodity was acquired. 

ce. Prevention of Exportation. If the Dealer is preventcd by acts of the United 
States Government from exporting any part of the agricultural commodities de- 
liverable hereunder for which the value hereunder has been established to a 
country for delivery to which the agricultural commodity was sold at a time 
when exportation for such delivery was permissible, the Dealer may so notify 
CCC in writing. If the Dealer promptly so notifies CCC, he may, within seventy 
(70) calendar days after issuing such notice, cancel the action which established 
the value hereunder of the agricultural commodities he was so prevented from 
exporting and return any quantity thereof delivered by CCC prior to receipt of 
such notice. Title and risk of loss and damage to an agricultural commodity so 
returned shall revert upon delivery to CCC and, if the agricultural commodity has 
been loaded aboard vessel, CCC shall bear the expense of unloading and return- 
ing the agricultural commodity to storage. Any loss, damage, or deterioration 
occurring prior to such return delivery to CCC shall be for the account of the 
Dealer. Except to the extent the Dealer elects to again establish value here- 
under pursuant to Section 2.c.(1) hereof, ahd accept delivery pursuant to Section 
3.a. of a quantity of agricultural commodities having an established value here- 
under equal to the established value of agricultural commodities returned to and 
accepted by CCC under this Section 6.c., the total established value hereunder of 
agricultural commodities for which CCC is credited with delivering for purposes 
of settlement under Section 9. hereof shall be reduced by the established value 
of agricultural commodities returned to and accepted by CCC under this Section 
6.¢. 
d. Failure to Export. Except when the agricultural commodity is returned to 
CCC as provided in Section 6.c. of this Agreement, if the Dealer fails to cause 
export of the agricultural commodity delivered hereunder, or the substitute 
agricultural commodity where substitution is permitted by CCC, as required by 
Section 6.a.(1) of this Agreement, or if the agricultural commodity is so exported 
and is subsequently reentered into the United States or any of its territories or 
possessions whether or not such reentry is caused by the Dealer, the Dealer shall 
pay to CCC any amount by which the established value hereunder of the agri- 
cultural commodity delivered hereunder is exceeded by the greater of: (1) CCC’s 
statutory minimum sales price for unrestricted use in effect on the date of de- 
livery of Such agricutural commodity as determined by CCC, or (2) the sales 
price announced by CCC for sale of such agricultural commodity for unrestricted 
use in effect on the date of delivery of such agricultural commodity hereunder, 
or if no such sales price has been announced, the market price of such agricul- 
tural commodity for unrestricted use on said date as determined by CCC. Such 
amount shall be paid by the Dealer to CCC promptly on demand: Provided, how- 
ever, That payment of such amount shall not be required as to any quantity of 
an agricultural commodity delivered hereunder which CCC determines was not 
exported because of its loss or destruction, or because it is damaged or deter- 
iorated and is in such condition that its entry into domestic market channels 
would not tend to impair CCC’s price support operations. 

Section 7. Amendment of Agreement To Give Effect to More Favorable Poli- 
cies. If, subsequent to the execution of this Agreement, CCC adopts general 
policies which it determines to be more favorable to commodity exchange con- 
tractors regarding (a) its pricing policy with respect to agricultural commodities, 
or (b) the provisions of Section 6.a.(2) (i) of this Agreement, and enters into sub- 
Sequent commodity exchange agreements giving effect to such policies, CCC 
agrees, upon written request, to amend this Agreement to give effect to such 
policies with respect to acts remaining to be performed by the Dealer on the date 
of any such amendment. 

Nothing contained in this Section 7. shall be construed to require CCC to 
amend this Agreement unless the policies given effect in such subsequent com- 
modity exchange agreements represent changes in general policies nor be con- 
strued to affect a value hereunder of agricultural commodities which has been 
established. Nor shall this Section 7. be construed to require an amendment 
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because of a policy change resulting from a statutory provision hereinafter 
enacted which is prospective in effect only. 

Section 8. Assignment. The Dealer shall not, in whole or in part assign this 
Agreement or any claim hereunder, except his rights to any amounts payable or 
commodities deliverable under this Agreement, which may be assigned in ae. 
cordance with the provisions of this Section 8. Subject to recognition and ap 
proval by CCC of such assignment, claims for moneys due or to become due and 
agricultural commodities deliverable or to become deliverable by CCC hereunder 
(subject to offset by CCC of any amounts owed to it under this Agreement by the 
Dealer) may be assigned in full to one bank, trust company, or other financia] 
institution, or to any business concern which is a regular dealer in agricultural 
commodities: Provided, however, That any payment by CCC to the Dealer or his 
assignee on account of Certificates presented to and accepted by CCC shall be 
made only as provided in Section 9. hereof. 

In the event of any such assignment, the Dealer shall file with CCC a written 
notice of assignment together with two signed copies of the instrument of assign- 
ment. Such assignment shall be binding on CCC unless CCC notifies the assignee 
to the contrary by telegram filed with the telegraph office not later than five (5) 
calendar days after receipt by the Treasurer of CCC of a written notice of the 
assignment together with two signed copies of the instrument of assignment. 

The fact that CCC does not so notify the assignee shall constitute recognition 
and approval by CCC of the assignment. A provision to the effect that the as- 
signment is subject to recognition and approval by CCC shall be included in the 
body of the instrument of assignment. 

Recognition and approval by CCC of any such assignment shall not constitute 
a novation or waiver, and shall not in any way relieve the Dealer of any obli- 
gations or responsibilities under this Agreement. 

Section 9. Settlement. After October 31, 1959, or after seven (7) calendar 
months after the date on which the Lease and Agreement is terminated, which- 
ever is earlier, the Dealer shall pay to CCC upon demand any amount by which 
the total established value hereunder of agricultural commodities delivered by 
CCC, and not. returned and accepted by CCC in accordance with Section 6.c. 
hereof, exceeds the total converted face value of Certificates presented to and 
accepted by CCC. After such date, CCC shall pay to the Dealer any amount by 
which the total converted face value of Certificates presented to and accepted by 
CCC in accordance with the terms of this Agreement exceeds the total estab- 
lished value of agricultural commodities for which CCC is credited with delivery 
to the Dealer, provided such difference is due to (a) CCC’s default in delivery 
pursuant to Section 2.b. hereof, or (b) the return to and acceptance by CCC 
of agricultural commodities pursuant to Section 6.c. 

SEcTION 10. Covenant Against Contingent Fees. The Dealer warrants that 
no person or selling agency has been employed or retained to solicit or secure 
this Agreement upon an agreement or understanding for a commission, percent- 
age, brokerage, or contingent fee, excepting bona fide employees or bona fide 
established commercial selling agencies maintained by the Dealer for the pur- 
pose of securing business. For breach or violation of this warranty the Govern- 
ment shall have the right to annul this Agreement without liability or in its 
discretion to require the Dealer to pay to CCC promptly upon demand by CCC, 
the full amount of such commission, percentage, brokerage or contingent fee. 

SECTION 11. Communications. Unless otherwise modified in writing by a Vice 
President of CCC, (a) any written requests, acceptances, notifications, instruc- 
tions or communications with respect to this Agreement by the Dealer to CCC in 
Washington shall be addressed to the Barter and Stockpiling Division, Com- 
modity Stabilization Service, U.S. Department of Agriculture, Washington 25, 
D.C., and (b) any communication by the Dealer with a CSS Commodity Office 
shall be addressed to the Director of the CSS Commodity Office. All such re 
quests, notifications, acceptances, instructions and communications by the Dealer 
shall bear the designation appearing in the upper right hand corner of this page. 

SECTION 12. Officials Not to Benefit. No member of or delegate to Congress, 
or resident commissioner, shall be admitted to any share or part of this Agree- 
ment, or to any benefit that may arise therefrom, but this provision shall not be 





Up! 
Ext 








or 


or 
c- 


nd 
er 


al 
al 
lis 


el 


ee 
5) 
he 


on 
AS- 


ite 
yli- 


lar 
ch- 
ich 
6.¢. 


ind 
by 


ab- 
ery 
ery 
CC 


hat 
ure 


fide 


FOREIGN AGRICULTURAL OPERATIONS REVIEW 13 


construed to extend to this Agreement if made with a corporation for its general 
benefit. 
IN WITNESS WHEREOF, CCC and the Dealer have caused this Agreement to be 
executed by their duly authorized representatives. 
COMMODITY CREDIT CORPORATION, 
By: WALTER C. BERGER, 
Ezvecutive Vice President. 
Date: June 3, 1957. 
BUNGE CORPORATION, 
ANDRE HIRSCHLER, 
Vice President. 
WALTER C. KLEIN, 
Vice President. 
Date: May 31, 1957. 


U.S. exports of cotton 


{1,000 running bales] 





| | 





| August 
Type August 1955- | August 1956-| August 1957-| through 
July 1956 | July 1957 | July 1958 | November 

| 1958-59 
aetna —— Ee 
Upland _-......- pitied 8 ee Hiatt oe 2, 214. 5 | 7, 593. 0 5, 717.3 916.0 
Extra long staple a 20.3 57.9 9.8 | 18.6 
ae ae i ‘ 2, 234. 8 7, 650. 9 5, 727.1 | 934. 6 


Source of information: ‘‘Cotton World Statistics,” International Cotton Advisory Committee. 


Mr. Rawutnes. All right, sir. 

So, on May 28, 1957, the Department announced the revised barter 
program and, briefly, we required the destinaion to be specified in 
advance as to where the agricultural commodity would go in order 
that we could determine to the best of our ability whether or not we 
felt that cash sales would be displaced. During that period, until 
December 24 when we announced a clarification of that same press 
release, there was very little business done, just a few million. 

Beginning December 24, 1957, until the following July 1958, we con- 
cluded transactions for approximately $62 million. 

Since July 1, 1958, through January 31, last Friday, 1959, we have 
completed or have commitments for a toal of $50.9 million. That is 
in this fiscal year, 1959. 

Mr. Poace. That is for 7 months. 

Mr. Raw iinas. Yes, sir. 

Mr. Poace. As compared with $63 million, was it? 

Mr. Rawuines. $65 million. 

Mr. Poage. $65 million for the preceding 6 months, is that right ? 

Mr. Rawrines. No, sir; $65 million was for the entire fiscal year, 
1958. 

Mr. Poacr. The entire fiscal year? 

Mr. Rawuines. Yes, sir; of 1958. Actually, it was about $62 mil- 
lion for the second 6 months of the fiscal year and only, I think, $3.2 
million, or the difference, for the first 6 months of fiscal 1958. 

Mr. Poage. A little bit below. 

Mr. Rawuines. Yes, sir; except that I think it should be pointed 
out that of this $50.9 million that I have just cited the 7 months in this 
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fiscal year, $41.7 million has been done since the commencement of our 
modified barter program which was announced on November 14, 1958, 

Mr. Poace. You think the announcement of this modified program 
is actually stepping up the amount of barter transactions? 

Mr. Rawurnes. Prior to the time that the Public Law 85,931 was en- 
acted into law September 6, we had done roughly, say, $9.2 million on 
the basis that we were operating on before. Under Public Law 85-931 
it is provided that the President of the United States shall designate 
the materials that are eligible for barter. In this amended barter 
section we are also directed to take reasonable precautions to safe- 
guard usual marketings of the United States and not to displace cash 
sales. Other provisions in this amended law include the requirement 
that the Secretary shall endeavor to cooperate with other exporting 
countries in preserving normal patters of commercial trade with re- 
spect to commodities covered by formal multilateral international 
marketing agreements to which the United States is a party. Briefly 
stated, that is the wheat agreement because that is the only agreement 
I know of. 

Mr. Poage. I come back to the proposition though, do you think 
that since you changed the regulations which you now have, there will 
be more substantial buying # 

Mr. Rawurnoas. I feel we will do more barter than we did last year. 

Mr. Cooter. Why? 

Mr, Rawutnos. Because we have a list of materials to work against 
and we were slowly running out before, and because we have modified 
this program. I believe in such a way—well, it is just proved by the 
records here that it is now workable. 

Mr. Cooter. What do you prove by the records? 

Mr. Rawutnes. I am just saying, I mean, we have done some busi- 
ness just on the figures. 

Mr. Cootry. You have done some business since then, but you 
could have done some business without the act of Congress. You gave 
as an excuse that the President had not given you a list of strategic 
materials. You did not do any volume, did you! 

Mr. Rawuinos. I believe I said that we did have to work up a list 
of materials and we had interagency cooperation from all representa- 
tives concerned. 

Mr. Coortrey. Did you have the old list to work by since you did 
not get the new one? 

Mr. Rawuines. We were working with a carryover list that had 
originally been recommended to us by the Office of Civil and Defense 
Mobilization. 

Mr. Cootry. Weren’t you in the Department blaming Congress be- 
cause we put that language in, the very purpose of which was to give 
the President the right to fix the list? The President delayed 2 or 
3 months before he gave you the list. 

Mr. Rawtinas. No, sir; I would not say that. I will put it this 
vay, that simultaneous with working out the materials that he would 
designate which would be eligible for barter, we were trying to work 
out the new program in the light of some of these provisions, for 
instance, there is a provision which is broader than what we had be- 
fore and which, I think, is good personally. As it says in effect a 
barter transaction may be made whenever the Secretary determines 
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that such action is in the best interests of the United States. Prior 
to that I mentioned that the Secretary had only to protect the func- 
tions and assets of the Corporation. He still has that responsibility, 
but it is broader here because there has to be a determination in the 
best interests of the United States. And in working out this pro- 
gram, naturally, the Secretary had consultation with other agencies 
in Government because it is broader in scope. So it was a two-prong 
thing, sir, where you tried to work out your modified program and 
get something that we felt was workable and could do some business 
under. And likewise, simultaneously we had meetings going on try- 
ing to designate eligible materials to recommend to the President for 
approval. 

Mr. Cootry. Are you saying the provisions which you are now 
working under are more liberal than they formerly were? 

Mr. Raw ures. I don’t know that I would say one way or the other, 
sir. 

Mr. Cootey, I thought that is what you tried to say—— 

Mr. Raw ites, I feel 

Mr. Cootey (continuing). Because you had more liberality in the 
law. 

Mr. Rawutncs. I think it is more liberal than possibly the program 
we have before just because of the rate we are doing business, but 
that is hard to say because I don’t know how much more business 
we will do. But I will say this, on November 14 when we announced 
this program we just had a flood of offers and we have been snowed 
under in the Department. And right now we have many more offers 
pending in the Barter Division. We are getting to them just as fast 
as we can. How long the rate will hold up or whether it will increase 
is pretty hard for me to say at this moment because we have to make 
certain determinations or take reasonable precautions to see that we 
don’t disrupt world prices, displace cash sales, or affect United States 
usual marketing. 


Mr. Cootzy. What is the most difficult finding you have to make 
under the present law ? 

Mr. Rawutnes. To reasonably assure ourselves that, the three things 
just mentioned are not taking place, i.e., disruption of world mar- 
kets, replacing cash sales, or adversely affecting the usual marketin 
of the tinited States. That is, as you know, a difficult thing to do 
and we have to use our best judgment in those determinations which 
now rest with us. 

Mr. Poace. Mr. Heimburger wishes to ask you some questions. 

Mr. Hermpurcer. One of the effects of the act passed by the last 
Congress was to broaden the list of materials from which the list of 
materials which might be taken in barter could be made up. That 
lis; which you now have which has been approved by the interagency 
committee, does it include any materials which were not in the pre- 
vious barter list ? 

Mr. Rawiines. It does include a few, yes. 

Mr. Hermpurcer. Materials which were not on the-—— 

Mr. Rawttnes. On the previous list ? 

Mr. Hetmpurcer. On the previous barter list. 

Mr. Raw ines. Yes. 
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Mr. Hermeurcer. Would you give for the record both of those 
lists, the list which was approved for barter prior to getting the new 
list under the new provision, and the present current list ? 

Mr, Rawutnos. I have the present current list. The other will be 
several lists because, obviously, from time to time in each fiscal year 
it would change. I will have to get you the previous list. 

Mr. Hermsurcer. The list that was in effect immediately prior to 
May 1957 would be a rather appropriate list. 

Mr. Rawuies. That will pabakly show it. 

(The information is as follows :) 


MATERIALS APPROVED BY THE PRESIDENT OF THE UNITED STATES FOR ACQUISITION 
TurRougH Barrer oR EXCHANGE TRANSACTIONS DuRING FiscaL YEAR 1959 


Abrasives, crude aluminum oxide Lead 

Antimony Manganese: 

Asbestos : Battery grade (commercial) 
Amosite Battery grade (natural grade A) 
Crocidolite Chemical grade type A 

Bauxite: Chemical grade type B 
Surinam Mercury 
Jamaica Mica: 

Refractory Muscovite block 

Bery! (hand-cobbed only ) Muscovite film 

Bismuth Muscovite splittings 

Cadmium Nickel 

Chromite: Palladium 
Metallurgical Quartz crystals 
Refractory Ruthenium 
Chemical Selenium 

Columbite Silicon carbide 

Cryolite Tantalite 

Diamonds and bort Tin 

Ferrochrome Zine 

Fiuorspar : 

Acid 
Metallurgical 


MATERIALS APPROVED PursuANT TO Section 3038, THE AGRICULTURAL TRADE 
DEVELOPMENT AND ASSISTANCE AcT oF 1954, AS AMENDED, BY THE SECRETARY 
OF AGRICULTURE FOR ACQUISITION THROUGH BARTER OR EXCHANGE TRANSACTIONS 
DURING THE PeRiop JuLy 1, 1958 TuHroven SEPTEMBER 5, 1958 


Antimony Lead 
Asbestos, amosite Manganese : 
Bauxite: Battery grade (synthetic) 
Jamaica Metallurgical 
Surinam Mercury 
Refractory Mica: 
Bery! Muscovite block 
Chromite: Muscovite film 
Refractory Muscovite splittings 
Metallurgical Zine 


Copper 
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MATERIALS APPROVED BY THE OFFICE OF DEFENSE MOBILIZATION FOR ACQUISITION 
THROUGH BARTER OR EXCHANGE TRANSACTIONS DurING FiscaL YEAR 1958 


Antimony 
Asbestos, amosite 


Manganese—Continued 
Chemical, type A 


Bauxite, metallurgical : Metallurgical 

Jamaica Mica: 

Surinam Muscovite block 
Bauxite, refractory Muscovite film 
Beryl Muscovite splittings 
Chromite, refractory Phlogopite splittings 
Copper Platinum group, palladium 
Fluorspar, metallurgical Quartz crystals 
Lead Selenium (commercial grade) 
Manganese : Silicon carbide 

Battery, synthetic dioxide Zine 


MATERIALS APPROVED BY THE OFFICE OF DEFENSE MOBILIZATION FOR ACQUISITION 
THROUGH BARTER OR EXCHANGE TRANSACTIONS Durina Fiscat YEAR 1957 


Abrasives, crude aluminum oxide Graphite, Ceylon 

Aluminum Lead 

Antimony Manganese : 

Asbestos: Battery grade (synthetic) 
Amosite Chemical, type A 
Chrysotile Chemical, type B 

Bauxite: Metallurgical 
Jamaica Mica: 

Surinam Muscovite block 

Refractory Muscovite film 
Cadmium Muscovite splittings 
Chromite: Phlogopite splittings 


Chemical 
Metallurgical 


Platinum group, palladium 
Quartz crystals 

Refractory Selenium, commercial grade 
Cobalt, metal content Silicon carbide, crude 
Copper Titanium 
Fluorspar, metallurgical Zine 


Mr. Hermpurcer. Before we get away from this subject of the re- 
placement of cash sales and the change that took place in the program 
in late May 1957, I have heard that some of the grain and cotton 
export companies who normally dispose of the surplus commodities 
exchanged in barter say that rather than hurt cash sales the barter 
program as it was in effect prior to May 28, 1957, actually helped 
them in many cases to make cash sales which they would not other- 
wise have made. This is because of the fact that there was a small 
commission ordinarily paid to the grain or cotton exporting company 
to dispose of the surplus commodities for the barter contractor and 
that that commission normally ran in the vicinity of 114 to 2 percent. 

Would you know from your knowledge whether or not that is cor- 
rect, that that was about the commission which was ordinarily paid 
under the old program ? 

Mr. Rawurnes. I would not know, sir; under our system we merely 
take the material at the fair market value or what GSA thinks they 
can buy for dollars, and we equate that agains. the equivalent dollar 
values in cotton or grains, and so forth, at Commodity Credit Cor- 
ee export prices. Obviously, it seems to me that there would 


} some commission because the man has to have something for his 
services, 
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Mr. Hermpurcer. What did these commissions run prior to May 
1957 ? 

Mr. Rawuines. There again I can only say what I understood and 
heard. It would be in the neighborhood of 114 and 2 percent. That 
would vary probably with the market for agricultural commodities 
at different times of the year. If the man wanted to move corn, and 
corn was not moving well, it might be a little higher, so he might try 
cotton or wheat. 

Mr. Hermeurcer. But it was in that area? 

Mr. Rawuines. Yes, sir; according to all hearsay. 

Mr. Hermeurcer. So it might have been possible that a big grain 
company that had, say, X million bushels of wheat on which they 
were being paid 114 or 2 percent might have lumped that in with the 
cash sale and made an attractive deal, where otherwise they would 
not have made a cash sale; would that be possible ? 

Mr. Rawurnes. That would be possible, according to what I have 
heard. 

Mr. Hermpurcer. I have also heard that under the program which 

yas put in effect in May 1957, where it was necessary to have a certifi- 
cate of additionality for a barter contract, that there was a tremen- 
dous premium on these certificates allowing the movement of com- 
modities in the countries, that discounts as high as 8 and 10 percent 
or 11 percent were rather common—reported to be rather common for 
disposing of the grain which was taken in barter under that program. 
Does that coincide with what you in the Department heard about 
how the program operated at that time? 

Mr. Rawutnes. For myself only—yes, I would say this. Naturally, 
I never see the private contractual relationships but I have, certainly, 
heard that widely mentioned. 

Mr. Hermpurcer. Have you also heard that under the now revised 
program commissions of that much are still being asked to dispose 
of this grain and cotton? 

Mr. Raw rnes. I have heard the commissions are still quite high. 
It is my personal opinion, and I repeat personal opinion, that where 
the commissions, if they are that high, would probably be in that 
neighborhood in the “C” type transaction, but I have no evidence what- 
soever to that effect. 

I feel personally if, under the new program, you are taking material 
out of South Africa and some commodity has gone back there, there 
will be a certain amount of self-policing on the part of, let us say, the 
South African Wheat Board, who may buy the grain, and the pro- 
ducers of ferrochrome or whatever material you Save I think they 
are not going to stand by and let one group have an appreciable 
advantage over the other. I believe on the bilateral basis or on a 
multilateral basis which is basic in the program, that it has to be 
demonstrated clearly that all of the legs of the table transaction are 
in relationship. I don’t feel that they will be allowing these high 
commissions. We are concerned about that, I should say, in the 
Department. We have discussed it a lot in recent weeks and tried 
hard to figure out what we can do. 

Mr. Hetmmepurcer. Which would permit an exporter to become an 
important factor in world trade, could it not ? 
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Mr. Rawuines. It could; yes, sir. And there is one thing that I 
have heard a number of times, that United States contractors were 
saying to suppliers in foreign countries, “If I can get this material 
accepted under barter that we will give you this discount.” They are 
all conditional. I have not seen any actual cases, I may never see 
them because when the material offer has come to CCC and we refer 
to the General Services Administration for advice as to what in their 
opinion they could buy this commodity for in the world market with 
dollars, a great number of those maierials are rejected right then and 
there, in fact the majority are and that is it. 

We do have material which your committee, Mr. Cooley, has asked 
for and we have consulted with your chief counsel and we are about 
to send up a report on the basis which was asked and, I believe, on that 
report it will show a number of cases where they have been rejected 
because the pricing is entirely too high, which is in line with this 
contingent offer aspect, 

So, getting back to the “commission” point, I think that a lot are 
purely rumors, based on a conditional basis which does not come to 
pass. 

Mr. Hermpcrcer. I think the committee might like to know from 
yourself as briefly as pore but, also, without leaving out any 
essential details, how a barter proposal gets to be a contract, how it is 
handled in your agency, what other agency of the Government has to 
approve various steps of it, or what committees or officials in the 
Department of Agriculture have to approve. Could you do that 
briefly ¢ 

Mr. Apert. Excuse me just a second. Apparently there was a 
change in policy in 1957. Prior to that, did anyone from the normal 
trade complain that the barter provision was interfering with normal 
trade ? 

Mr. Raw iines. Well, not to my knowledge. If they complained, 
I don’t know. 

Mr. Apert. Any data showing the amount of normal trade both 
before and after the change in policy, whether normal trade increased 
after the change in the policy—is there any statistical data? 

Mr. Rawtinas. I am sure there are statistics which I have already 
agreed to furnish the committee which show the exports. 

Mr. Cootry. We had evidence before this committee that indicated 
that as barter transactions increased in volume, dollar volume in- 
creased, and as barter decreased, dollar transactions decreased in vol- 
ume. Nobody is denying that. That came out during the hearings. 

Mr. Apert, That is all. 

Mr. Hermpurcer. Would you like to go over a few of these con- 
tracts and tell us how they work and give us the various steps. 

Mr. Rawutnes. I would like to briefly say first that materials be- 
come an important part; unless you have strategic or other materials 
to work against, you can’t do much. We have practically all of the 
agencies in Government except the Department of Health, Educa- 
tion, and Welfare which comprise this Committee which is chaired 
by the Department of Agriculture. And that Committee goes into 
the materials which they think are good eligibles for barter, and they 
take into account a number of considerations. All of the delibera- 
tions are not always evidence that a decision can be arrived at. We 
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circulate a list of the proposed materials and each representative 
looks at it from his agency’s standpoint. Commerce from their 
standpoint; State from ‘the foreign policy standpoint; Defense has 
not been active because it has not been tied to direct procurement; 
Interior, from the impact on the domestic mining industry. 

Naturally, the other representatives, Bureau of the Budget or 
OCDM—Oflice of Civilian Defense Mobilization—they look at it in 
relation to the national stockpile. So you do get a cross section of 
the Government. 

Mr. Arzert. What about the State Department ? 

Mr. Rawurnes. They may suggest some materials, too, from the 
standpoint of the foreign policy. 

Mr. Poacs. Do they exercise any veto? You said they looked at 
it. Ihave a right to look at things but I have not the right to veto 
things. 

Mr. Rawutnes. They don’t have a right to veto but any agency 
on the Committee, if they do not agree with the recommendations of 
the Committee to the Secretary of Agriculture, who in turn recom- 
mends them to the President, has the right to appeal to the President 
and make their case. 

We have had a few that didn’t like the consensus of the Committee, 
but they weren’t willing to appeal to the White House. 

Mr. Poace. Nobody has ever appealed ¢ 

Mr. Rawirnas. No, sir. 

So, starting with that list now, and that list is published along 
with the letter from the President which I will put in the record with 
the prior policy that we mentioned here, we announced that by press 
release dated November 14, 1958, but we do not announce the quan- 
tities obviously that accompany the designated materials, because we 
would be at a disadvantage in bargaining. Then contractors, U.S. 
firms only, come in and offer us these materials. And they state the 
various conditions, delivery periods, quantities, prices. In turn we 
prepare a letter which I actually sign and send over to my counter- 
part in GSA, and ask that agency to comment and advise as to 
whether the price is in line. GSA generally gives us a price at. which 
it feels that it could buy for U.S. dollars in the world market, if it had 
dollars to buy. 

We get this written reply back and with that we then go into con- 
sultation with representatives of the CSS’s Administrator’s Office, the 
General Sales Manager’s Office, a representative from our Barter Divi- 
sion and a representative of the Foreign Agricultural Service, which 
is the service that keeps most of these “foreign export and import fig- 
ures for the various countries. 

At that point, if this committee feels that there would be a reason- 
able presumption that a transaction would not displace any cash sale, 
they review all of the documentation which the contractor has given to 
us along with his offer, and if the committee has any questions on that, 
we cable the Agricultural attachés and ask them for their opinion or 
to check out the firm. The attachés check as much information as 
they can which we have supplied to them, and give us their opinion 
on it. 

Then after that is acted upon, let us say, favorably, we in turn ask 
the State Department informally by phone whether they see any rea- 
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son from a foreign policy standpoint why we should not proceed with 
that offer. After telling us that, they do not have any objection. 
(The letter and data referred to above are as follows:) 


CHANGES IN BARTER PROGRAM ANNOUNCED 


The U.S. Department of Agriculture today announced some changes in the 
barter program through which surplus Commodity Credit Corporation-owned 
farm products are exchanged for strategic and other materials produced abroad. 
The changes will be effective immediately with respect to new barter offers. 
Provisions of previous programs will continue to apply to existing barter com- 
mitments only. 

Under the modified program, which implements new barter legislation enacted 
by the 85th Congress, barter contractors will no longer be required to obtain 
“certificates of additionality”—that is, written statements by responsible officials 
of importing countries that the commodities to be imported will be a net addition 
to U.S. exports to the recipient countries. The modified barter program does, 
however, include other measures to assure protection of the national interest of 
the United States, to safeguard U.S. usual marketings, and to prevent undue 
disruption of world prices or replacement of cash sales for dollars. 

To expedite barter transactions, three classifications of acceptable barter out- 
lets for agricultural commodities have been set up. These classifications, which 
are based on an analysis of current economic and financial conditions and histori- 
eal dollar marketings of U.S. agricultural commodities abroad, are designated 
“A,” “B,’ and “C.” Each designation involves a combination of an importing 
country and a specific agricultural commodity or group of commodities. An “A” 
designation indicates a higher potential as a dollar market than a “B”’ designa- 
tion, and a “B” higher than a “C,” 

A country may be designated “A” for one commodity and “B” or “C” for an- 
other. For example, wheat, cotton, and tobacco transactions involving Portugal 
fall into the “A” category, whereas rice and feedgrain barter arrangements are 
in the “B” classification. 

Any country not specifically listed will be classified as “C” for all commodities. 

A complete list of the commodity-country designations, which will be revised 
from time to time as necessary, may be obtained from the Barter and Stockpiling 
Division, Commodity Stabilization Service, Room 3725 South Building, U.S. 
Department of Agriculture, Washington 25, D.C. 

Barter contracts involving either an “A” or a “B” commodity-country designa- 
tion may be either bilateral or multilateral, but not open end. A bilateral con- 
tract is one under which the agricultural commodity moves to the same country 
from which the material comes. Under a multilateral contract the material may 
come from a country other than the one to which the agricultural commodity 
moves but the importation of the material must be tied directly to the agricul- 
tural export through auxiliary transactions involving named third countries. 
The contractor will be required to specify in advance all countries which will be 
involved and the commodities which will move to or from each country. 

Also, for any multiiateral or bilateral contract involving an “A” designation, 
the Department will reasonably satisfy itself, on the basis of data which may be 
presented by the contractor or developed by the Department, that usual U.S. 
marketings will be safeguarded and that undue disruption of world market 
prices and replacement of cash sales for dollars will be prevented. In a bilateral 
or multilateral contract involving a “B” commodity-country designation, no data 
in addition to specifying the countries and commodities involved in the transac- 
tion will be required. 

Barter contracts involving only “C” commodity-country designations may be 
open end—that is, the commodity to be exported and the country of destination 
need not be named in advance, and the material to be imported may be from 
any source country in the free world. 

The following agricultural commodities are currently eligible for barter: 
cotton, tobacco, rice (limited quantities), wheat, corn, oats, barley, sorghum 
grain, butter, and nonfat dry milk. This list is subject to change from time to 
time. 

A copy of a letter from the President to the Secretary of Agriculture desig- 
nating the materials acceptable under barter contracts is attached. Reasonable 
limitations may be placed on the acquisition of any of these materials. It is 
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anticipated that additions and changes will be made in this list from time to 
time. 

CCC’s ability to conclude barter arrangements depends at any one time upon 
such factors as U.S. national interest, existing commitments, requirements, 
and market conditions. Therefore, the fact that a material can be con- 
sidered by CCC does not necessarily mean that it will be accepted. Likewise, 
bilateral and multilateral barter transactions, as outlined above, will be pre- 
ferred to open end transactions. 

Foreign-produced materials acquired under barter may be processed in the 
United States under bilateral or multilateral type barter transactions when (1) 
in the case of a bilateral transaction, an exchange value of the agricultural com- 
modity approximately equal to the exchange value of the processed materials 
being acquired will be exported to the source country of the raw material in- 
volved or (2) in the case of a multilateral transaction, an exchange value of the 
agricultural commodity approximately equal to the exchange value of the 
processed materials being acquired will be exported to an eligible country or 
countries specifically participating in the multilateral transaction. The same 
requirements will apply to processing in foreign countries, under bilateral or 
multilateral type barter transactions, if the processing country is not an approved 
recipient of the agricultural commodities designated in the proposed barter ar- 
rangement. 

Other general barter requirements are applicable to the modified barter pro- 
gram. These include, among others, customary barter contract provisions 
prohibiting the transshipment of the agricultural commodities from the approved 
import destinations, the posting of letters of credit for commodities received 
in advance of materials deliveries, payment of interest on the value of such com- 
modities, and shipment of at least 50 percent of the materials involved on pri- 
vately owned U.S.-flag vessels. 

Text of the communication from President Eisenhower to Secretary Benson 
follows: 

THE WHITE Howskr, 
Washington, November 11, 1958. 
Hon. Ezra Tart BENSON, 
The Secretary of Agriculture, 
Washington, D.C. 

Dear Mr. Secretary: Your letter of September 16 points out that section 303 
of the Agricultural Trade Development and Assistance Act of 1954, as amended 
by the last Congress, provides for the designation by the President of the ma- 
terials that may be acquired through barter transactions. 

Attached to this letter is a list of materials which, on the recommendation of 
your Department, I hereby designate as eligible for acquisition through trans- 
actions authorized by section 303 of the Agricultural Trade Development and 
Assistance Act of 1954, as amended. In addition, I hereby designate as eligible 
for acquisition such materials as may be procured from abroad from time to 
time for the strategie and critical materials stockpile by order of the Director 
of the Office of Civilian and Defense Mobilization. 

Since you retain responsibility for actual barter transactions, I request that 
you continue to take the lead in recommending materials to be designated and 
that you continue to consult the appropriate agencies in order to assure a broad 
and flexible consideration of the problems inherent in this program. 

Unless there is a net gain to the United States from the exchange of surplus 
domestic agricultural commodities for these foreign materials, the national 
interest does not lie in the accumulation of additional amounts of commercially 
available materials on the attached list for which there is no current or prospec- 
tive governmental need. Therefore, the practice of approving only those barter 
transactions that will expand total exports of surplus agricultural commodities 
without disrupting world markets should be continued. 

Sincerely, 
Dwieut D. EISENHOWER. 
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MATERIALS WHICH MAY BE ACQUIRED FOR THE SUPPLEMENTAL STOCKPILE THROUGH 
BARTER OR EXCHANGE TRANSACTIONS APPROVED BY THE SECRETARY OF AGRICUL- 
TURE AS AUTHORIZED BY SECTION 303 OF THE AGRICULTURAL TRADE DEVELOPMENT 


AND ASSISTANCE Act OF 1954, AS AMENDED 


Abrasives, crude: Aluminum oxide 


Fluorspar : 


Antimony Acid 

Asbestos : Metallurgical 
Amosite Lead 
Crocidolite Manganese: 

Bauxite: Battery grade (commercial) 
Surinam Battery grade (natural grade A) 
Jamaican Chemical grade, type A 
Refractory Chemical grade, type B 


Beryl (hand-cobbed only) 
Bismuth 


Mercury 
Mica: 


Cadmium Muscovite block 
Chromite: Muscovite film 
Metallurgical Muscovite splittings 
Refractory Nickel 
Chemical Palladium 
Columbite Quartz crystals 
Cryolite Ruthenium 
Diamonds and bort Selenium 
Ferrochrome Silicon carbide 
Tantalite 
Tin 
Zine 


Modified barter program: Commodity-country designations for exportation of 


agricultural commodities under barter transactions 


























Destination country Wheat Feed Cotton | Tobacco Rice Butter Nonfat 
grains dry milk 
| 

North America: 
Canada | A A | A A A iC C 
Costa Rica |B ge ie OC B iC C 
Cuba A | A | A B A Cc Cc 
Dominican Republic A B |B |B B Cc Cc 
EF] Salvador. ae |B B B iB Cc C 
Guatemala B C Cc B |B Cc Cc 
Haiti- : sual B Cc B B Cc Cc 
Honduras. . ‘ ee Cc Cc B |B Cc Cc 
Mexico ; B A 1B A B Cc A 
Nicaragua. ..- A | B B B B 1 C Cc 
a eee A A B B B Cc Cc 
Tobago = A |B |B |B iB Cc C 
Trinidad s biaheton date B |B B B iC Cc 

South America: | 
Argentina... ........ wa | C |C 1 C |B Cc Cc 
Bolivia... | C oO ic Cc |B iC Cc 
Brazil : |B Cc 1C Cc B Cc C 
Chile B Cc B Cc |B Cc Cc 
Colombia... . B Cc 1B Cc | B Cc Cc 
Ecuador B ic © Cc | B Be Cc 
Paraguay Co C iC 1c iB iC 1c 
Peru |B ic Cc Cc |B 1C iC 
Uruguay adesst © Cc Cc B |B iC Cc 
PIED cet vngcuchadaeeeel & |B iB iB B ic iC 

Europe | | | 
Austria... B 1B | A | A B ic Cc 
Belgium-Luxembourg.. A 1 A | A A A Cc Cc 
Denmark _- A | A A A |B Cc 1c 
Finland... me iC B |B |B 1C Cc 
France |B B | A | A |B 1c 1c 
Germany, West... | A | A | A | A |B | C 1c 
Greece Cc |B Cc Cc |B [Cc 1C 
Iceland ic |B 1c |B |B 1c 1c 
Ireland | B iC iB B | B ic ic 
Italy A A A | A | B Cc C 
Netherlands... | A | A | A | A | A 1 C C 
Norway | A | A | A | A B iC Cc 
Poland 1 C ge | Cc ic |B 1c 1c 
Portugal... 1 A B 1A 1 A B Cc 1C 
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Modified barter program: Commodity-country designations for exportation of 
agricultural commodities under barter transactions—Continued 





Destination country | Wheat | Feed | Cotton | Tobacco Rice Butter | Nonfat 
| grains | | dry milk 
‘ i | | 
Europe—Continued | 
Spain _. ic Cc Cc B | B iC Cc 
Sweden. | B B A | J A iC |; C 
Switzerland A A A A A | C | C 
Turkey_. Cc Cc C Cc | B 1C iC 
United Kingdom_-_._. | A | A A A B Cc ic 
Yugoslavia__- Cc iC C C B C Cc 
Asia: 
Afghanistan _- Cc ( C C B iC ic 
Bahrein, State of | A B B B | A Cc io 
Burma Cc ( C Cc | B } Cc | C 
Cambodia..-- Cc ( C C B 1 Cc 1C 
Ceylon__- C ( | C B | B 1 Cc | c 
China (Taiwan) ---- iC Cc | B B | B ic 1 C 
India____. B Cc B C B iC 1 C 
Indonesia, Republic of- - B ( B B | B iC C 
Iran... B B B B B iC 1C 
Iraq.-..- Oo C C C |B me me 
Israel... - B B B B B C 1c 
Japan A A A A | B Cc me 
Jordan - Cc Cc C B B Cc lc 
Korea, South___-. Cc Cc © Cc B 1C co 
Kuwait-- A B B B | A | C 10 
Laos.- Cc CG 0 Cc | B C Cc 
Lebanon B Cc Cc B | B 1c C 
Malaya, Federation of-.--- B |B B | B B me 1 C 
Nepal... C Cc C Cc B Cc ic 
Pakistan Cc Cc C Cc B ae Cc 
Philippines ---.--.. B Cc B Cc B Cc Cc 
Saudi Arabia-_. A B B B | A | C | C 
Syria... 1c © Cc iC B ic 1c 
Thailand_-_. B B B | B B 1 C | C 
Vietnam, South_. C Cc Cc Cc | B } C 1 C 
Africa: | | 
Angola. . ‘ A B B B B Cc 1c 
Egypt_---. C C © oo B | C 1c 
Ethiopia. ic ( Cc Cc 3 Cc 1C 
Ghana..-- oe B C Cc B B | C | C 
Liberia... B B B A C C 
Libya_- C C C B C | C 
Morocco. - - © C oO B B ic iO 
Nigeria : A B B B | B 1c 1c 
Rhodesia and Nyasaland___| C C B C B C 1 C 
Sudan... ( Cc Cc ( iB Cc 1 Co 
Tangier _- ic Cc C B B C 1C 
Tunisia | ¢ Cc C B 3 © Be 
Union of South Africa_- B B 4 B |B | C Cc 
Australia and Oceania | | 
Australia... B B A A B C © 
New Zealand_.-_- B B B A B Cc 1c 


A—Bilateral and multilateral transactions only after U.S. Department of Agriculture determines that 
export of the commodity will not unduly disrupt world prices of agricultural commodities or replace cash 
sales for dollars. 

B—Bilateral and multilateral transactions only. 

C—No restrictions—all types of transactions, including open end. 


Approved November 14, 1958. 

E. T. BENSON, Secretary. 

Mr. Poace. Who do you ask in the State Department ? 

Mr. Rawirnes. We go to the Office of International Resources which 
is under the Assistant Secretary of State for Economic Affairs, Mr. 
Thomas C. Mann, then the Director of the Office of International Re- 
sources, Mr. Robert M. Carr; his Assistant Director is Mr. Clarence 
Nichols, and then there are a few others. There are about three or 
four that we talk to. There are three or four in the Barter Division 
who may talk to any one of those in State. 

With no objections, then we proceed to send out a wire accepting 
the contractor’s offer. If there are any conditions that need to be 
changed—we may have several exchanges of wires until we resolve 
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more or less, you might say, the various details but as soon as he comes 
back and confirms our offer, based on various exchanges and wires, if 
it requires that many then, and only then, we assign a contract number. 
The contractor can start taking agricultural commodities on a setup 
which we have which is in the form of an interim agreement, the 
same as if they had a formal contract. At that point we proceed to 
write the long contracts which are very involved, regarding the stra- 
tegic or other materials and multitudinous conditions. That is briefly 
the setup. 

Mr. Cootry. What do you do now that you did not do prior to May 
97, 1957, in regard to these negotiations? My recollection is that you 
did exactly what you are doing now. You consulted all of these agen- 
cies, just as you have described, and received the approval of all of 
the agencies before you started making the contract. 

Mr. Rawiines. We consulted the agencies on the material side, you 
are right, but on the agricultural side we did not consult the other 
agencies. 

Mr. Cootey. What agency do you consult now with regard to agri- 
cultural commodities that you did not prior thereto? 

Mr. Rawuines. The State Department based on the foreign policy 
standpoint. 

Mr. Cootry. Did you not, prior to May 1957, also consult the State: 
Department ? 

Mr. Rawturnes. No, sir. We did not. We went in before the inter- 
agency staff operating group which has State Department representa- 
tives. We announced our program. That was in the fall of 1954, and 
thereafter we did not check on individual transactions. It is true that 
early in the program back in 1951 or 1952 we did check with the State 
Department at that time. But not since 1954 until this new program, 
are we now consulting on individual transactions with the State De- 
partment. 

Mr. Cootry. Then you have to confer with the State Department 
before you close the transaction. 

Mr. Rawttnes. Let us put it this way, sir. They bring to our at- 
tention anything which they feel is pertinent. But they have not re- 
jected any offers to date. If it were a question that they recommended 
rejection of an offer, why then we would have to have consultations 
ata pretty high level. That rejection would be reported to this com- 
mittee in our monthly report to you. 

Mr. Cootry. Who in the whole Department assists businessmen in 
closing the transaction and moving the commodity? That is your job. 

Mr. Rawtrnes. Our Barter Division is rather small, and we are sort 
of like brokers, if I can use that as an example. We have the contact 
with all private firms offering the material. In carrying out resulting 
contracts or barter commitments, we request and reimburse the Gen- 
eral Services Administration who supply their various inspectors 
and people for analyzing and accepting the CCC material. GSA 
arranges for the work. We work with them on the question of freight, 
the movement of materials to storage locations, and so forth, and 
they act on our behalf because otherwise we would have to parallel 
an organization like the GSA which has already all the people, tech- 
nicians, and experts. 
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Mr. Cooter. I have people calling at different times wanting to 
know how they can engage in barter transactions. To whom may I 
direct them ¢ 


Mr. Rawuines. They should come to the Barter and Stockpiling 


Division, Commodity Stabilization Service, U.S. Department of Agri- 
culture, Room 3711, South Building. 

Mr. Cootey. You would tell them what the different steps are / 

Mr. Rawuines. Yes, sir. We do that all of the time. That takes a 
great deal of time with the volume of inquires we have now. We 
have in our division, if it is helpful to you, a staff of what you might 
call contract negotiators. We have a program analysis group that 
works on the agricultural side. We have what we call contract ade 
ministration. Mr. J.D. Walters is here acting in charge of that branch. 

Back to the agricultural commodities when contractors go to take 
them—are procured through the CCC commodity offices. For instance 
an order for grain would be directed to Minneapolis, Portland, or 
Kansas City, and they buy under the regular terms of our sales an- 
nouncement with the exception that when they take commodities they 

say, “Apply it to contract No. —,” and the commodity offices carry 
out the supplying of the grain to the designated port under the terms 
and conditions of sale. 

And on the material side as I have just described we use the GSA 
for advice on that side of it. 

Mr. Poace. You do have some time lapse during the year—between 
the time the man purchases your commodity and the time of delivery 
and the goods that are brought in? What do you have on that lapse of 
time? I have one of these contracts and I take 100,000 bushels of 
wheat to apply against the contract. How long do I have to deliver 
the commodity that I want to deliver ? 

Mr. Rawiines. That has varied from time to time. At the present 
time the delivery for the material is based on the recommenda- 
tion that we have regarding these materials by this interagency group. 
For instance, they will say that any palladium we have to take has to 
be delivered in 6 months, which is the one that applies to palladium 
today. 

We may or may not give that contractor more than 6 months to pick 
up the agricultural commodities, We may require a shorter period 
or it may be a longer period. Usually, the delivery periods of the 
agricultural commodities run somewhat along with the dollar size of 
the contract and certain other conditions. 

Mr. Poace. What do we do about interest ? 

Mr. Rawurines. It is still in the program. 

Mr. Avsert. It is still in the what ? 

Mr. Rawurnes. It is still in the program. If the contractor buys 
his agricultural commodities in advance of delivery of materials he has 
to post. an irrevocable dollar letter of credit to cover the entire cost of 
the commodity. And he, also, has to post a separate performance 
bond that he will deliver the material. This performance bond will 
vary from 1 to 5 percent of the value of the material. 

At the time he delivers his palladium, say, 4 months hence, at that 
time we will reduce his letter of credit because he has given equivalent 

value in palladium for the wheat that he will have to pay interest on 
from the time he took the wheat until the time he delivered the palla- 
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dium and we accepted it. It is the going rate applicable to credit 
sales, which is published from month to month in the general sales 
announcement by the General Sales Manager. These rates vary and 
the reason they vary, is that an attempt is made to follow what the 
interest rates are in the open market. 

At the present time we run about 314 to 44% percent. They have 
been higher some years past, a year and 18 months past when the rate 
wasup. It just varies with the money market. 

The general sales announcement applicable each month is an- 
nounced say on the 3lst of January. ‘Today there will be a new sales 
announcement. It will have interest rates shown, the same interest 

rates as the sales manager uses on his export credit program. We try 
to be consistent on those things. 

It might be of interest to the committee—I have mentioned this 
before—of the $50.9 million total barter transactions so far this fiscal 
year, that is, the 7 ’ months—there was $41.7 million under the new pro- 
gram, announced November 14, or the modified program, of this 
amount $31 million has been on bilateral contracts; $10.7 million has 
been on what we call open end, in other words the material may come 
from a different country from which the wheat is going. And of this 
figure, some of that may be converted to a bilateral basis. You can 
always move upward just so that you do not go down. Commodities 
committed under the program $814 million on cotton, $15.8 million 
on wheat and feed grains, $3.6 million on rice, $100,000 on dried milk, 
$3.8 million on soy beans, and $9.9 million where all commodities are 
available. 

I do not know whether the committee would be interested or not, but 
if you have not gone into the revised program I could give you a 
thumbnail sketch of the reason and the basis that was used in the 
development of this program. 

Mr. Poace. Yes, 1 think that we will like to have that. I think that 
is the thing we want to get into. 

Mr. Hermpurcer. Your revised program, the one under which you 
are working, divides the world into “A”, “B” and “C” countries, does 
it not ? 

Mr. Rawurinos. By transactions? 

Mr. Herimpurcer. That is correct. Will you tell us what it means? 

Mr. Rawuryes. Originally, we went through the countries of the 
world and got advice from people who were versed in financial mat- 
ters to get w what you might say was the stability of the countries of the 
world, which includes their pure ‘thasing power, their dollar balances, 
then we took these same countries and went through the figures as to 
what had been moved in the last 4 or 5 years in the way of their im- 
ports of, say wheat for cash dollars, commodities that had gone in 
under previous programs, the amount that had gone in under ICA, 
and sales for foreign currencies under title I of Public Law 480, the 
amount under Export- Import Bank funds, or any of the programs of 
the Government. Then we attempted to classify them first in three 
rategories: very good financial stability; next, reasonable sound; and 
lastly, poor status. 

Thusly, we would take a group of countries that were in fair finan- 
cial condition and pair them off against their imports. 

Then we went to the last group which is the poor financial condi- 
tion group. We paired up the financial standing after analysis of 
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the current economic and financial conditions and the historical dollar 
marketings. Then we came out with the designations for a commodity 
country designation of “A”, “B” and “C.” 

With that we developed a list which I will be glad to furnish—the 
are available to the public in my office. We did not put these out wit 
our press release of November 14, because it is a long table. 

Take, for example, the case of Portugal. In that case wheat would 
be a “A” transaction. That means they have a history of acquiring 
wheat from us for dollars, and, also they are in fair financial condi- 
tion. 

Mr. Hermpurcer. What would that mean to the prospective barter 
contractor or what kind of a deal can he make? 

Mr. Rawutnes. Well, to the barter contractor that “A” designation 
means that only bilateral and multilateral transactions can be entered 
into after the U.S. Department of Agriculture has determined that the 
export of the wheat will not unduly disrupt world prices of agricul- 
ture commodities, or replace cash sales for dollars. 

Mr. Hermevrcer. In other words, it has to be in addition to normal 
trade—there has to be a finding to that effect ? 

Mr. Rawtrnes. There has to be a reasonable showing that wheat 
will not be displaced, that is, that barter wheat will not displace U.S. 
cash wheat sales. The difference is that we have to make the showin 
that there would be no displacement, whereas in the past we resuilll 
a certificate of additionality which we no longer require. To aid us in 
making a determination we ask the contractor to give us as much 
information as he can as he is in a position to get a lot of information 
which we are not. 

Again, as I stated earlier, we check this information and where there 
is any question we seek further advice from agricultural attachés and 
then try to make up our minds. 

Mr. Cooter. Who does that ? 

Mr. Rawutnes. We have a group which consists of a staff man in the 
General Sales Manager’s office, a staff man in the Administrator's 
office, under Mr. Berger, a representative from the Barter Division, 
and the appropriate representative from the Foreign Agriculture 
Service. 

If the subject is wheat, we get an FAS expert; if the subject is 
cotton we get an FAS cotton expert. Then we go into our delibera- 
tions. 

If I do not like their findings, I appeal them to Mr. Berger, and the 
decision would be made there. 

Mr. Cootzy. Mr. Berger was asked that question. Mr. Poage asked 
you to give this committee any case in which the transactions have 
interfered with normal commerce or displaced dollar sales. Mr. 
Berger was asked that same question. Mr. Berger gave about the 
same general answer that you have given. He had no facts to present 
to the committee. 

You cannot tell this committee of a single barter transaction that 
displaced dollar sales. 

Mr. Rawttinos. No, sir; I do not think you can give concrete evi- 
dence. 

Mr. Cootry. That is it. 

Mr. Rawuitnos. I think the Department feels—— 
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Mr. Cootry. There are some in the Department who feel otherwise. 

Mr. Rawiines. I think there are indications where there is a strong 
presumption. 

Mr. Cootexy. Mr. Berger, in May 1957, did not give you credit for 
stopping it or anybody else. He did it himself. In his opinion these 
transactions were interfering with dollar purchases. Someone in the 
Department had to decide that affirmatively. Most.of them thought 
that the law required you todoso. I know, as a matter of policy, that 
you did do it. You did say that it did not replace; that it would not 
displace dollar sales; that you had to make such a finding. 

Mr. Rawtines. Under the past program we were attempting to do 
so and attempting under this program. The only difference is that 
“seg the previous program we were requiring a certificate of addi- 
tionality. 

Mr. Cooter. I know that. 

Mr. Rawtrnes. You changed that and now the burden is on us. 

Mr. Cooter. That is right. 

Mr. Rawtrnes. And if we cannot satisfy ourselves that there is a 
pretty strong presumption that there would be a displacement of cash 
sales we have to approve the transaction. That is one of the biggest 
differences in the program. 

Going back to the Portugal case under the next item, it would be “B.” 
We have already agreed that Portugal is fairly strong financially, 
but for feed grains there is very little record where they have taken 
much. So that, generally speaking, if you take the material from the 
economy of Portugal, and feed grains go back in, we would not require 
any showing, because there was not sufficient history that the import- 
ing of feed grains would displace cash sales. 

n the case of Portugal on butter you could take lead from Australia 
and send butter into Portugal if you wished to. 

It is interesting to note that Germany is very strong dollarwise 
but has never bought rice from us, certainly not in large quantities— 
just a small amount. So in the case of Germany rice can move right 
in and Germany has been taking rice. 

Mr. Hermevurcer. In this “B” case or category, it is still necessary 
that the transaction be a bilateral or a multilateral transaction involv- 
in specific country ? 

r. Rawirnes. Yes. 

Mr. Hermpurcer. The material must come from the country where 
the commodities are sent, as in this case of Portugal? 

Mr. Raw iinos. It is hard to give one example that will cover all 
of the possibilities that you can have in a multilateral transaction, 
but our basic oa is that there must be a definite tieup between 
all of the legs of the table. For instance, if we were to get, say, 
material from Yugoslavia, let us say lead, and in return wheat were 
to go to France, and France would ship cold-rolled steel to Yugo- 
slavia, there you would have a multilateral transaction, and you 
would have to tie it down all the way through. In other words, 
Yugoslavia has been able to buy cold-rolled steel from France by 
using her lead, let us say, and in return for her lead we gave wheat. 
The wheat went to France. France would take the wheat and export 
something from her economy, namely cold-rolled steel. That is a 
of a definite tieup of the multilateral. That is what we mean 

y it. 
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Mr. Cootey. Mr. Berger mentioned that. 

Have you approved any such transaction in the last 6 months? If 
so, where? 

Mr. Rawtrnes. May I have Mr. Hubbard explain this transaction? 
This is Mr. C. R. Hubbard, Acting Chief of the Strategic Materials 
Section. 

Mr. Hussarp. There was one transaction approved on the multi- 
lateral basis just last week that involved palladium coming from 
France, with a counterpart commodity going to Austria, and Austria 
in turn shipping lumber and steel products back to France. 

Mr. Cootzy. Where did we end up in that transaction, with Aus- 
trian or French money ? 

Mr. Hupparp. We have the palladium. 

Mr. Cootey. What size transaction was it? 

Mr. Hupparp. About $165,000, as I recall it. 

Mr. Cooter. So you are not disapproving all of them ? 

Mr. Hussarp. We are working whenever we have an opportunity. 

Mr. Cootey. What is the volume that you now have pending in such 
transactions? You need not be exact about it. 

Mr. Rawurnes. The small one he mentioned is the only one. 

Mr. Husgparp. I would have to get that information. 

Mr. Cooter. Will you give us the benefit of the information as to 
the volume of applications of regular transactions that you have pend- 
ing? Do you have that information? 

Mr. Rawurnes. We have that which we transmitted to your com- 
mittee in response to your letter of some time back. I think every- 
thing you want would be on this sheet here. It gives you the date 
of each offer, the material offered, the estimated value in thousands 
of dollars, the agricultural commodities to be taken and their export 
destination, and whether the offer is rejected or the date it is accepted 
and confirmed, the contract number, and so forth. You can see that 
it is rather voluminous. 

It is true that we get a lot of inquiries which we would not call 
offers. Many times people start off with inquiry proposals and they 
develop along. 

On the multilateral, obviously, it takes quite a bit of time. Quite 
a number of people are working on then. Since the 14th they have 
to line up all of their business and their options and so forth on the 
materials to the various countries. So I do know there are a number 
of people who are working on that type of thing now. 

I do not know whether you were aware or not, sir, but while we 
were getting out the modified barter policy, our shop practically just 
went wild with everybody descending upon us and all submitting 
offers. We are slowly coming out of it now. 

Mr. Hermeurcer. [ have a couple of questions that I would like to 
ask. Ido not think it will take too long to answer. 

This committee when it enacted the amendment to the barter law 
which it did enact last session of Congress felt that it was enacting 
a statute which said that the Secretary should not place any restric- 
tions on the countries of the free world into which some of our 
surplus commodities might move except on a specific finding upon the 
part of the Secretary that a particular barter transaction would dis- 
place a cash sale or disrupt markets. 
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Would you say that this program that you have now in operation 
has not placed any restriction on the countries of the free world to 
obtain surpluses under barter ? 

Mr. Rawutnes. I think that the Department is attempting not to 

lace restrictions. And you run right into those three phrases, except 
where the Secretary finds that he must exercise reasonable precau- 
tions to safeguard, and so forth. 

Mr. Hermepurcer. It may block some of our possible surpluses, so 
that barter transactions may not be made, is that correct? 

Mr. Rawuines. Well, it is rather hard for me to say. We are try- 
ing hard not to block off anyone, but we are obligated to fulfill our 
responsibility for not displacing cash sales. 

Mr. Hermeurcer. The last paragraph of the conference report on 
the 1958 amendment to Public Law 480 sums up the viewpoint of 
the House conferees in this manner: That the bill was designed to re- 
instate a barter program of at. least a magnitude of that prior to the 
restrictive regulation of the Secretary of Agriculture, referring to 
the May 28, 1957, regulation. 

Would you say that the program that is now in effect will result in 
a barter program of the magnitude that was in operation prior to 
May 28% 

Mr. Rawtrnes. All I can say is that the Department wants to 
barter as much as it can, to comply with what they feel is in the law. 
Obviously, from a statistical sanabaias with $50.9 million covering 
the 7-month period, I have no way of knowing whether the rate 
will continue at that level or will go higher or go lower. I am in- 
clined to think there will be a program substantially over what. we 
did last fiscal year. Whether it reaches the general average of the 
3 years prior to May 28, 1957, I just do not know. I could only say 
in my personal opinion I doubt that we will reach those figures. 

Mr. Hermpvureer. I could agree with you on that point. @ were 
barter as much as it can, to comply with what they feel is in the law. 
1957, and you do not believe that under these present regulations 
you will reach that—you do not believe so, do you ? 

Mr. Rawiines. I can only say personally that I doubt that we will 
reach that. 

Mr. Hermpurcer. All you can do is make a guess at this point. We 
allknow that. That is all 

Mr. Poaaer. I think we have about covered this subject, unless there 
are some other questions. 

Mr. McIntire. Would you feel that there is some difference in the 
economic situation that prevailed prior to this conference report; 
that is, when it was written, and today, as to the establishment of these 
common markets and substantially free convertibility of currency 
which has taken place in Europe—does that have a tendency to change 
the particular climate in which dollar sales can be mad oes it have 
a tendency not to place as much emphasis on barter as before the 
European Common Market and, also, before currency was convertible 
for export trading, as is true today ? 

Mr. Rawuines. I really do not feel I am qualified to comment on 
that subject. I would like to say that in fulfilling the request for some 
of the material that has been asked of us today, I think there are re- 
vealed factors which may be somewhat different today from what they 
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were in the past. For example, when the stock position of European 
mills with respect to cotton was down, there were greater opportuni- 
ties for cotton barters. Likewise, when, because of unfavorable 
weather, the French wheat crop failed, there were more chances for 
exporting barter wheat to France. As to the European Common Mar. 
ket and the free trade area plans and the recently announced free cur- 
rency convertibility regulations, I don’t believe we have yet had suf. 
ficient experience with them to evaluate their probable effects on 
barter prospects. 

However, I would think, at least I fee] the Department would think, 
that the Europeans are in a better position to buy what they want 
where they want it. 

Mr. Poace. If there are no further questions, we are very much 
obliged to you, Mr. Rawlings. 

Mr. Rawurnes. Thank you. 

Mr. Poacr. I wonder, Mr, Ioanes, if you would come up and give us 
a more general discussion on this subject. We started in reverse. 


STATEMENT OF R. A. IOANES, DEPUTY ADMINISTRATOR, ACCOM- 
PANIED BY R. H. ROBERTS, DEPUTY ASSISTANT ADMINISTRA. 
TOR; G. BURMEISTER, ASSISTANT ADMINISTRATOR; A. MINOR, 


ASSISTANT ADMINISTRATOR; AND JERRY TICHENOR, DEPUTY 
ASSISTANT ADMINISTRATOR, FOREIGN AGRICULTURAL SERVICE, 


U.S. DEPARTMENT OF AGRICULTURE 


Mr. IoAnes. Mr. Chairman, may I introduced myself and the gen- 
tlemen with me for the record. 

To my right is Richard H. Roberts, who is Deputy Assistant Admin- 
istrator for Market Development. 

To my left is Mr. Gustave Burmeister, Assistant Administrator for 
Trade Policy. 

To his left is Mr. Arthur Minor, Assistant Administrator for Man- 
agement, and finally, on the end, is Mr. Jerry Tichenor, Deputy Ad- 
ministrator for the Attaché Program. 

We have no prepared statement. 

Mr. Poace. If you could just tell us the functions of your organi- 
zation, that would be very good, and if there are any suggested changes, 
suggest them to us. I am sure that the members will ask you enough 
questions to take up the rest of the time this morning. 

Mr. Ioanzs. In general terms, we are the foreign arm of the Depart- 
ment of Agriculture. We perform two major functions, 

It is our job to know what is going on agriculturally in the world. 

It is, also, our job to know how our export situation fits into the 
world situation. 

This is primarily an intelligence and analysis function. But in 
addition to that, in the last few years it has been our job to help stimu- 
a the development of markets abroad, and in this area we do many 
things. 

For example, in connection with Tom Rawlings’ program, he re- 
lies on our information and our people to give him advice about trade 
with a particular country. 
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We work with the office of the Sales Manager with respect to cash 
sales. We represent the agricultural side in the negotiations that take 
place on trade liberalization. 

Those are the two main areas that we work in. 

We, also, as you know, sir, are responsible for the stewardship of 
the agricultural attaches who have been our responsibility for the past 
5 years. 

I think that is a brief picture of what we do. 

If you would like, I could comment for a few minutes on the general 
export situation. 

Mr. Poacr. Yes, we would like to have you do so. 

Mr. Ioanrs. This year happens to be a year of a world high in agri- 
cultural production. This means trouble for some commodities, but 
not across the board. 

For example, even though wheat production for the world as a whole 
is very high this year, largely because of our own production increase 
and increases in China and Hoos, there are still spots in the world 
which have less wheat than they had a year ago. And so we look for a 
better export year this year for the United States in wheat than we 
had last year. 

We estimate exports this year at about 450 million bushels as com- 
pared to 400 million bushels last year. 

With respect to cotton which you know, Mr. Chairman, better than 
we do, we have a situation where production in the world has turned 
up after having declined for 2 years. We have more supplies abroad. 
We are having trouble in exporting cotton this year. 

Our estimate of exports this season is about 314 million bales as 
compared to over 5 million bales last year. 

Mr. Poacer. Is that due to increased foreign growth, increased com- 
petition, or what do you attribute that to? 

Mr. Ioanes. Just about all those and plus a few more. There has 
been a downturn in textile activity abroad. This has decreased the 
demand for current consumption here. 

Mr. Cootry. How does it compare now with about a year ago as 
toexport subsidies ? 

Mr. Ioanrs. With respect to exports? 

Mr. Cooter. That is the export subsidies, yes. 

Mr. Ioanegs. I would say this, that the difference is that a year ago, 
during most of the season our prices were pretty well in line with 
those of foreign exporters—during much of the season. In any year 
there are times when your prices are in line or a little higher or a 
little lower. And generally, last year prices were in line. 

This year, for a good part of the season, our prices have been 
somewhat higher. 

Mr. Cooter. Why? 

Mr. Ioanes. That is, than those of other exporting countries. 

Mr. Poace. That is due to the subsidy policy, is it not? Our prices 
are fixed by our subsidy policy, are they not? 

Mr. Ioanzs. Yes, sir. 

Mr. Poacre. Why did we reduce the subsidy this year? We paid 
ahigher oo year. 

r.Ioangs. Yes. 


Mr. Poace. Why did we reduce the subsidy this year? 
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Mr. Ioanes. I would take it because we assumed that we would 
retain our fair share of the world market at a somewhat higher price, 

Mr. Poace. You did not ? 

Mr. Ioanegs. No. 

Mr. Poacer. Are we going back to a higher subsidy ? 

Mr. Ioanes. Sir, all I can say about that is that there is concern 
in the Department about maintaining our fair share of the world 
market from year to year—not in any one year—as opposed to the 
year ahead or the year behind, but in terms of the trend. 

There is a lot of concern about steps that would put us in a better 
position in the future. I think that is as far as I can go. 

Mr. Poace. There isn’t any money in the budget to pay a higher 
subsidy, is there? 

Mr. Ioanrs. You have the advantage of me. I am not sure that 
there is or not. 

Mr. Poace. That would be in the Office of the Commodity Credit 
Corporation. And whatever sum is there is not for the payment of 
the subsidy that we were paying a year or two ago, is it? 

Mr. Ioanes. I could not answer that question. 

Mr. Cooter. Do you not agree that unless we announce that our 
inaction will paralyze the export of cotton? So far as foreign con- 
sumers are concerned, they will not buy cotton and carry it in inven- 
tory not knowing what our policy is going to be the day after tomor- 
row or 2 weeks or 2 months from now. 

Mr. Toanes. I would say that well in advance of next August 1 
it would be my opinion that we should announce our export price 
basis for the next season. I think this would be helpful. 

If I may go on, I might say that one of the other factors—not 
the only one, but one of the other factors that has tended to disturb 
world markets for cotton is the change that is coming about in our 
own domestic program. 

As you know, the change in the program for the domestic produc- 
tion has been interpreted abroad to mean that we will have substan- 
tially more cotton out of the 1959 crop than we had in 1958. 

Mr. Cooter. Do you not agree with that ? 

Mr. Ioaness. I do agree with it, sir. But it has had the effect of 
signaling foreign buyers to be fairly cautious in their forward buy- 
ing, not only with our cotton, but with any cotton. 

When you come to a fundamental change in a program on the part 
of the largest exporting program in the world, it affects the foreign 
buyers’ psychology. 

Mr. Coorry. In that situation, does not that indicate our subsidy 
should be larger rather than smaller, if we are going to compete in 
the world markets to dispose of domestic cotton ? 

Mr. Ioanes. I would agree that with respect to this year, taking 
this year alone, that we have not been fully competitive. If you just 
take a look at this one year, I think we are going to have trouble. 
You may have periods or a full year when you will not get a full 
share of the world market. I think you have to take a longer look 
than 1 year in determining our fair share. We cannot have it every 
week and every month. 

Mr. Jones. Who determines.on what basis is our fair share of the 
world market ? 
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Mr. Ioaners. That is a good question. 

Basically, I would say the Secretary finally determines what our 
fair share would be. 

Mr. Jones. In other words, he sets a ceiling as to what is our fair 
share ¢ 

Mr. Ioanzs. No, sir. I think during the 2 years—preceding this 
one—when there was, as the chairman has said, a rising trend in our 
prices—I think all of us in the Department agreed that the amount 
that went out represented our fair share. And the average of those 
2 years, as I recall, was about 614 millon bales. Under the conditions 
that prevailed at the time, decreasing production abroad, some im- 
provement in textile demand abroad, I certainly think that we would 
defend the 614 million bales as a fair share. 

Mr. Jones. Could we be assured that he would set a goal of try- 
ing to sell 644 million bales of cotton then ? 

Mr. Ioanes. Every year? 

Mr. Jones. You said that would be a fair share of the world market. 
Are we going to take it down, or are we trying to go up? 

Mr. loanrs. That depends upon cotton supplies—how much of a 
market there is for cotton in a particular year. The exports of cotton 
in total were higher in those years than they will be this year. 

There will be a significant decline this year in world trade. 

Mr. Jones. Do you think that the United States should say that we 
want 50 percent of the world market, we want 40 percent, or 70 percent, 
or how much do we want of the world market, if the world market is 
going to go up or down with demand—do we say a percentage of that— 
will the Secretary set a percentage ? 

Mr. Ioanegs. I think that the Secretary would take a percentage 
based on the historical position of the United States and the situation 
inthe current year. 

Mr. Poacr. During the current year we have lost a large amount ? 

Mr. Ioanrs. Yes, sir. 

Mr. Poace. That seems to me to be the real question: Should we try 
to retain the same percentage of the total market we held, let us say, 
in 1956 and 1957, or should we be satisfied with a smaller percentage 
of the world market—which do you think we should have ? 

Mr. Ioanegs. I think it should be in between. 

Mr. Poacer. In between ? 

Mr. Ioanrs. Yes. 

Mr. Poace. How much do you think our share should be ? 

Mr. Ioanes. In round numbers—and I want the privilege to check 
my thinking on this—but in the year when the world traded around 
14 or 15 million bales, about one-third of the total. 

Mr. Poacr. Wait a minute. You mean when the United States 
traded about that ? 

Mr. loanes. When the world traded about 14 to 15 million. 

Mr. Poacr. When the world traded up to that? 

Mr. Ioanres. When the world market 1is—— 

Mr. Poacs. We should have about one-third of that which moves into 
the channels of world trade ? 

Mr. Ioanegs. Yes, sir. 

Mr. Jones. What are you basing that on? I do not see where you 
arrive at that. When we used to have 50 percent of the world market, 





36 FOREIGN AGRICULTURAL OPERATIONS REVIEW 


then we went down to practically nothing, and now you say not more 
than a third. 

Mr. Ioanes. We are in this position on the export of about anything 
we subsidize. We have international agreements that in using subsi- 
dies, we will try not to use those subsidies to take other countries’ 
markets. 

Mr. Jones. If the other countries are all increasing their produc- 
tion 

Mr. Ioanes. Well, as I said before 

Mr. Jones (continuing). Are we going to let them take the world 
market and sit by; is that it? 

Mr. Ioanes. I know of no other major exporting country that is sub- 
sidizing the exports of cotton. As a matter of fact, most other coun- 
tries are applying a tax on the export of cotton which raises the export 

rice. 
a In other words the Government takes a profit out of the export. 

Mr. Jones. What about Mexico right now? 

Mr. Ioanes. Mexico right now is doing exactly what I am saying, 
They are raising the export price of their cotton by a tax which the 
Government collects as a general levy. 

Mr. Jones, Other countries are reported to say that they were pre- 
pared to sell their cotton at 2 cents a pound less than any price that 
anybody else would—that has been reported. 

r. loanes. I cannot evaluate such a report. I have not heard it. 

Mr. Poaee. I think that the Mexican Government will sell their 
cotton. I think the trade will unquestionably sell the Mexican cotton 
cheaper. The Mexican Government, on the contrary, through its 
export tax of cotton, of course, has tended to raise the price to the 
cap weg or lower the price to the producer, and I think the result 

as been to lower the price to the producer, rather than to raise the 
price to the purchaser. 

Mr. Ioanes. Congressman Jones, I hope that I answered your ques- 
tion. What I am trying to say is this, that as you look at export policy 
on any commodity, you will have ups and downs in trade, depending 
on what others produce, the particular urgency an exporting count 
has at the time to hold a long or short position on stocks, the psychol- 
ogy in buying countries as to whether they are in an inventory upturn 
or downturn—so that world trade does tend to move up and down 
to reflect these factors. 

Mr. Jones. I do not like our Secretary to say that he is going to 
set our share of the world trade down any lower than it has been when 
we have for years had a larger share. 

Mr. Ioanes. Well, I hope that I did not say that the Secretary 
planned to do that. 

Mr. Poace. What has he done? What do you think our share of 
the world market of wheat—counting it in bushels—you think the 
United States ought to sell ? 

Mr. Ioanes. Well, you have somewhat the same problem, answering 
this question on wheat, as you have on cotton. The one difference is 
that there are other countries who subsidize the exports of wheat; 
France does. 

So the rules are a little different, I would say. 
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sold for dollars, my guess would be that assuming a world trade of 
around a billion or a billion one hundred million bushels that a fair 
share for the United States would be in the neighborhood of 250 to 300 
million bushels. 

Mr. Poaer. It has been a billion one? 

Mr. Ioanes. It had been running a little under a billion. And then 
with the impetus of the special programs undertaken all over the 
world it has gone above that in recent years. 

Mr. Poace. I mean, if we are to provide anything in this we should 
have to go above 314, would we not? . 

Mr. Ioanes. For example, 1956 the trade reached 1,365 million 
bushels. So I wes trying to separate the strictly commercial part of it. 

Mr. Poace. To a billion and a half or more you would like to see it ? 

Mr. Ioanes. We would like to see it rise. 

Mr. Poaae. And is there any reason why the United States should 
not take a substantial share of it? 

Mr. Ioangs. No, sir. 

Mr. Poace. In fact, I wonder if we could not arrive at an agreement 
from the standpoint of our obligations to other nations that the United 
States should not take all it can of the increase in world wheat or in any 
commodity—do we owe the international world any obligation beyond 
the amount in which they are now competitive ? 

Mr. Ioanes. I think that we do; yes, sir. 

Mr. Poace. You do? 

Mr. Ioaners. I do, for our own interests. I would say this much 
that, if we’re selling wheat to reflect the market price I would agree 
with you 100 percent, that is, selling it out of the market, then I think 
that we both get every bit of the world wheat trade if we could do it. 

I think that on this committee you would have difficulty with respect 
to the valid interests that you have. For example, the sale of cotton 
to Canada—to argue with the Canadians that any increase in world 
trade should go to the United States when we are using special pro- 
Ra to export much of our wheat might damage cotton sales to 

anada. 

Mr. Poaae. I would agree with you on that if all the other nations 
of the world were limiting production to the same extent that the 
United States is—I would agree with you on that then, too, but when 
we are not allowing our producers to do so, what is the moral basis 
of the complaint of other nations that we are going to seek to increase 
the use of our existing plant to take new markets—and I am not 
talking about markets they are now supplying. 

Mr. Ioanrs. Well, I would say this much, can we use the Canadian 
example ¢ 

Mr. Poacr. Canada is certainly not the only one that is involved. 

Mr. Ioanes. Except for the United States. 

Mr. Poacer. I happened to be in Brazil when we made that agree- 
ment with them. We agreed that Brazil should take all of the wheat 
that she had been taking from Uruguay before she bought any of ours. 
Yet Uruguay kicked about that and said, “That is our market.” 

T asked the Uruguayan Minister of Agriculture : “How much of that 
market do you want?” 

“We would like to have it all.” 
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If you accept the wishes of foreign nations they w ill take all of 
the export markets of the world, obviously and there would not be 
anything for the United States. 

Mr. Ioanrs. I think that we should have under the present condi- 
tions our fair share of the historical markets and our fair share 
of any 

Mr. Poace. How about with regard to wheat? What isa fair share? 

Mr. aire Somewhere between 25 to 30 percent for the commercial 
market. I do not include that which is made available as gifts. I 
do not include in that anything that we sell where we create an addi- 
tional market such as the program with India. That I do not include 
in the fair share concept. 

Mr. Poace. I cannot get that viewpoint. I cannot follow you on 
that and get your view point. 

Mr. Ioanes. I wish that I could make it more clear. 

Mr. Poage. I think you make it clear, but I cannot agree with you, 
Isay. Icannot go along with that. 

Mr. Ioanzgs. I see. 

Mr. Matruews. I would like to know what the export prospect is 
for tobacco in this next year? Would it be in order to ask about 
that ? 

Mr. Poage. Yes. 

Mr. Ioanrs. Tobacco will have a comparatively favorable year 
this year. Exports will be down slightly, but only a few percentage 
points. It is holding up rather well this y year. The crop is a little 
larger this year and of a little better quality. 

One of the competitors had a relatively poor quality crop. Even 
though Pr ices are somewhat higher tobacco exports are going to be 
within 2 2,3, 4, or 5 percentage points of last year’s level. 

Mr. Jones. What about soybeans. 

Mr. Ioanxs. They are a bright spot with one possible exception. 
This has been an ascending history for practically every year since 
the war. 

Last year the export in the form of beans were about 85 million 
bushels. This year we look for the same amount or maybe a little 
more unless the Chinese become more aggressive than they have been. 

As you know, it is reported that the Chinese have a larger harvest 
of all agric ultural commodities this year than in the past. We have 
doubts that the increase has been as large as they have claimed. But 
their movement of beans into Europe, so far as this season is con- 
cerned, has been quite a bit larger than last year. We are not sure 
yet that that reflects the total export picture or whether it reflects 
the stoppage of trade with Japan. 

Japan and China are not trading at the present time. So the beans 
that used to go into Japan from China are flowing into Europe. 

If the Chinese become more aggressive, then we will have more of 
a problem. 

Mr. Poace. They close up another market. 

Mr. Ioanes. What I am saying is that we cannot tell yet. whether 
this is all due to a diversion—a diversion of beans from Japan, or 
whether it reflects a determination to export more in total. Yes, 
you are right. 

Mr. Poace. We have picked up a market in Japan. 
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Mr. Ioanres. We have. Our share has increased. Of course, when 
we talk about soybean oil you must take that into account, too, and if 
you add the bean equivalent of the vegetable oil exports, then the 
total, including beans and the equivalent in oil, is probably around 
900 million bushels. 

Mr. Jones. They got most of their beans from China. We took 
over that market and that is still a constant threat. We may lose it 
sometime. 

Mr. Ioanrs. It always is The Japanese Government is again look- 
ing hungrily at this market where they would like to put their indus- 
trials. I do not think there is any question that if as a matter of 
policy the Japanese Government encourages that trade it will give us 
problems. It will give us problems on beans. It may give us prob- 
lems on such commodities even as cotton. 

We notice, for example, for the first time in years that recently the 
Chinese sold a small amount of cotton in Europe. 

Mr. Poaar. I wondered about that. We were told in years past 
that the Chinese did not export cotton because they did not have any 
extra land. We were told that they could not afford to transfer land 
from food crops. 

What has happened to enable them to do that ? 

Mr. Ioanes. Well, I will try to give you an answer. Let me call 
on Mr. Burmeister to supplement it. 

This is why I said before that we are a little suspicious about their 
claims. They have mobilized tremendous labor battalions which 
substitute labor for machinery. 

In the short run they have increased the total amount of acreage 
under cultivation by draining marshland and swampy land which 
was not farmed before and with more terracing on the hillsides, they 
have produced more. For the short run they have gotten more cotton 
production. Nobody knows exactly how much they have gotten, be- 
cause any report they put out you have to appraise carefully. But 
it looks as though it would be possible for them this year to have as 
much as 7, 714, or 8 million bales of cotton actually available. 

Mr. Poacr. You cannot grow that kind of cotton without a great 
expansion of acreage involved. And they cannot put in a great 
amount of land, in the first place, because they did not have much 
land that was not already in cultivation. And they do not have any 
labor that I know of that was not being usefully employed, even in 
the old days. It may be that they can do so now with their new 
system, but they do not have any more. They have more of a labor 
force, perhaps. They all work, as I understand it, as a matter of fact. 

Mr. Ioanes. I think they have, of course, as compared to the old 
days, more hands. 

Mr. Poace. And with more people to feed. 

Mr. Ioanrs. There are more people to feed there. 

I think, too, it is the direction of labor. But you have to add to 
that, of course, the industrialization of China which gives them more 
fertilizer, it gives them better insecticides, they have improved their 
technology to some extent. 

While we are suspicious of how much they have done, we alse are 
peerehat apprehensive of how much they have done. They have 
one a lot. 
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And, again, it is like appraising Soviet production figures; we do 
not have a historical base for comparison. We have been without 
figures for so many years it is difficult to know exactly what is right, 

But from what the Chinese Communists are exporting in the way 
of textiles, from what we have learned about the situation, they have 
a few more million—2 or 3 million bales more than they had a few 
years ago. 

Did you want to supplement that, Mr. Burmeister ? 

Mr. Burmeister. I think that I might say they have complete con- 
trol of what they do with what they produce. There is not necessarily 
too much relationship between what they produce and what they can 
export. If they decide that they want to export some of it, they will 
export it and let their people do without. 

They have made some improvements, undoubtedly; I think they 
actually have more labor per total population, that 1s, per thousand 
of population, than they did before the war, simply because they have 
brought all of tue women and children and students and everybody 
else into the labor force. They have directed it to certain specific 
projects, with concentration of operations in specific parts. 

Mr. Ioangs. We'll have to look at that more closely. 

Mr. Burmeister. We are planning to do that. 

Mr. Ioanes. And tell you people and the American people a little 
more than we have been able to in the past. 

Mr. Poace. We are getting far afield here. 

Isthere anything comparable to that happening in India? 

Mr. Ioangs. No; the Indian system is different. 

Mr. Poaae. I know it is different. Are they getting any substan- 
tial increase in their cotton production ? 

Mr. Ioanes. They received a substantial increase in overall produc- 
tion in the last few years. I cannot quote the figures to you from 
memory, but their production has been increasing, particularly in the 
grains. 

But the Indians still have a long way to go. Their system of pro- 
duction is different. They have an extension service and they use eco- 
nomic incentives to get the production increases. While they are 
doing well, they have not gone as far as they need to go yet. They 
are going to have a real battle on their hands to stay even with popt- 
lation for the next 5 or 10 years. 

Mr. Poace. Are they able to make any appreciable shift from food 
production to cotton production ? 

Mr. Joanes. I think they could. They have not done it so far. The 
drive on them up to now has been to put most of their increase into 
food crops. And, despite some increase in acreage of grains, they 
are just barely keeping pace with the population increase. 

We see no evidence of a shift away from the food crops into cotton. 

Mr. Poace. What is your evidence of that kind in Egypt—they do 
expect a new source of land—they talk about that. 

r. loanes. You are right. There is a relationship without ques- 
tion in Egypt of a movement back and forth between wheat and cotton. 

Mr. Poace. Are they able to do that, or are they finding it impos- 
sible to increase their cotton crop? 

Mr. Ioanes. They had a very good crop—a big cotton crop—a bie 
crop this past season, and the pressure is on them to put more lan 
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into wheat during this season.’ This is one of the factors that we see 
emerging in the cotton picture across the board. For example, you 
mentioned Mexico. Alt. —_ we have incomplete reports on. this 
subject there is evidence of effects on this next year’s crop. They have 
tightened up credit for cotton considerably in Mexico. ‘ So you get 
just the reverse there. You get it in Mexico because of the low returns 
for cotton, and you get it in Egypt because of difficulty in selling cotton 
and because of a shortage in grains. 

Mr. Poace. I can understand that, but at the same time with a de- 
pression as to the production of food, 1s there eny prospect of a change? 

Mr. Burmeister. In the past I think you might say that Egypt has 
shifted. If they can get their wheat or grains through some trade ar- 
rangement, then they can expand their cotton production; if they get 
into a tight spot with their wheat and grain requirements, then they 
will shift into grain the next year and cut down on their cotton pro- 
duction. Egypt has had a very difficult time getting rid of its cotton 
crop this year. Prices have dropped sharply, particularly on’ ‘their 
long staple, which has been a big exchange earner for them. So-we 
iHight see a shift away from cotton in the next few years into grain pro- 
duction. But there is a pressure of balancing their agriculture to pro- 
vide food for their people and exchange to buy industrial goods. 

Mr. Poace. They want the exchange to buy mdustrial goods. 

Mr. Burmeister. That is right. Then you are short on your food, 
and if you have to buy your food you are not achieving the goal ‘that 
you set out to do. 

Mr. Poace. Are there any other questions ¢ 

Mr. Cootxy. What about tobacco? What part does it have now in 
ng ee in this program ? 

Mr. Ioanes. In most years tobacco accounts, I would say, for about 
10 percent of the total sckaicss exported under title 1. } 

r. Cooter. The reason I am asking’is that I was amazed to look 
at the figures I have before me. For the last 10 years tobacco has not 
received one dollar in the whole program except for about-—— 

Mr. Ioangs. Sir, in what period? 

Mr. Cooter. From the very beginning up until now. Prunes have 
received prices much as tobacco, which is an export prodtict and we 


got less than 1 percent of the total appropriation. ere has been 
turned back into the Treasury $30 million and that looks like we are 
being unfairly treated. 


Mr. Ioanes. I think the amount that has been made available under 
Public Law 480 since its beginning to December 1958, has been around 
$150 million. 

Mr. Cootry. That is further justification for my complaint. With 
respect to section 32 funds, where tobacco comes up in the last 10 years, 
there was not a dollar—and during the entire period has only had 
$18 million, that is less than 1 percent. 

Mr. Ioanes. One of the reasons I think I might be, as I recall the 
provision in the law, which says that these funds are to be used prit 
marily for perishable commodities, such as prunes, on which there is 
no Government program and no inventory—and about the only help 
they get from the Government is under section 82—I would think that 
is one of the reasons. 
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Mr. Cootzy. They did do something at one time for tobacco—$1g 
million for the entire program. In recent years we have not had a 
dime. 

Mr. Ioanes. I am not familiar with that. 

Mr. Cootry. Thank you. 

Mr. Poace. Are there any further comments? 

We could, I am sure, quite profitably continue the discussion all 
afternoon. 

Mr. Cootzy. What is the greatest difficulty you have in administer- 
ing this program ? 

Mr. Ioanes. What is the greatest difficulty we have in administering 
this program ? 

Mr. Cootey. Is it the opposition of the State Department ? 

Mr. Ioanes. It is that this law has come to mean many things to 
many people. You have an interest that stems from a tobacco area, 
for example. You have a broader interest, too, but tobacco is one 
of your interests. 

omebody else might have an interest in a different commodity. 
Somebody else might not have an interest in a commodity itself, but 
in the currency use t® build a plant in a country. 

Somebody else might have an interest in the Fulbright program, 
There are people interested in that. 

This law means a lot of things to a lot of people. 

So you have a lot of interests to coincide to get the program to move. 

Mr. Cootry. I know about all of the entries. I have some difficulty 
with this. I was under the impression that the difficulty came from 
the State Department. After you have voted a transaction and are 
ready to start to move, the State Department comes in and says that 
you cannot do that, you will take it away from somebody someplace 
in the world. 

Mr. Ioanzs. It is very easy for me to say that I will blame some- 
body else for our problems, but, no, sir; if we have any problems, they 
are our own problems, and if we are not men enough to solve them, 
somebody ought to kick us in the pants. 

Mr. Cootzy. That is what we have been led to believe. 

Mr. Ioanes. All right, sir; that is your belief. 

Mr. Cooter. I believe every man on the committee has the same 
idea, that the State Department is blocking this. I know that you 
do not want to say so, but it is a fact that you have to consult all of 
these other agencies, including the State Department, to get their 
approval, do you not? 

r. Ioanes. Yes. There are many cases where I think if we did 





S 
S 


ee 


not do this, we might get into trouble. This program has moved along 


a long ways. 

Mr. Cooter. This question came to me the other day from someone 
in my district. One of the leading mills in the flour market wanted 
to put a flour mill into another country. Do you know of any reason 
why America should not encourage this domestic firm of great repu- 
tation to invest their own money in Ghana to produce flour? I cannot 
think of any reason. Yet they tell me they have to obtain permission. 

Mr. Ioanes. From the U.S. Government? 

Mr. Cootey. Yes. Because Canada comes in and says otherwise. 

Mr. Ioanes. I would be glad to take that one on. 
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Mr. Cooter. The State Department says that they received a com- 
munication saying that it was challenaet. 

Mr. Ioanzs. There are a lot of countries that do not have flour mills. 
I would guess that some of your constituents are happy that they 
do not. 

Mr. Cootry. They do not use flour in these countries? 

Mr. Ioanes. Oh, yes, they do. wa 

Mr. Cootey. We have been told right here that they did not: 

Mr. Ioanes. We are the largest producer 

Mr. Cootzny. We are told that they take the wheat germ and beat 
it into a powder. 

Mr. Ioanrs. That happens in many places. 

Ghana imports flour and has been importing flour for a number 
of years. 

Mr. Cootey. From where? 

Mr. Ioanrs. From right here, from the United States. 

Mr. Cootry. Our flour. That is all the more reason why we should 
let Pillsbury go ahead and build a factory over there. It seems to 
me that proposition dovetails with the true intent and purpose of 
this law, and yet the people in the Department are saying it bogs 
it down. 

Mr. Ioangs. We have no such transaction under the Public Law 





» 480 program. 


Mr. Cootry. What? 

Mr. Ioanes. We have no such program. 

Mr. Cootry. Here is one right here; I am telling you about it. 

Mr. Ioanes. That must be under the barter program. 

Mr. Cootzy. That is it—that is Public Law 480. 

Mr. Ioanss. Yes, I see. 

Mr. Cootzy. Do you not carry on that program ? 

Mr. Ioanrs. No, the CCC runs the te ae program. We help, 
but it is their responsibility. 

Mr. Cootry. Mr. Poage pointed out that if we are going to let 
somebody in the State Department do this, you will never get rid 
of the surpluses. I do not see how you have operated as well as you 
have with the State Department vetoing all of the transactions. 

Mr. Ioanes. Well, they.do not veto all of our proposals. 

Mr. Cootry. I am sorry I did not think of it whet Mr. Rawlings 
~ here. I would like to talk with him about it. He is in charge 
of it. 

Mr. Ioangs. I know of no policy in the U.S. Government that would 
prohibit any private company from building flour mills abroad. 

Mr. Cootry. I am talking about your holding up a barter trans- 
action. Somebody is holding it up. Anyway, I will talk with Mr. 
Rawlings about. it. 

Mr. Ioanes. Could I say this, Mr. Chairman: We think that this 
kind of hearing is very useful. We do not think that it is necessary 
to come up here and have a prepared statement and to read it. 

We welcome the chance to see you, to sit down with you periodically. 
If you have questions, ask them here at the hearing, but certainly 
we want you to know everything that is going on in this program 


| and in the agricultural situation. 
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Mr. Poage. We may call on you to come back up here next week, 
Mr. Ioanes. We will be ready, 
Mr. Poacz, Thank you, very much, and all the rest of you, for 
coming. 
The committee now stands adjourned. 
(Whereupon, at 12:20 p.m., the committee adjourned.) 


x 
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LIVESTOCK AND FEED GRAINS REVIEW 


WEDNESDAY, FEBRUARY 4, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON LivesTOcK AND F rep GRarns 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, DL. 
The subcommittee met at 10 a.m., pursuant to notice, in room 1310, 
New House Office Building, Hon. W. R. Poage (chairman of the 
subcommittee) presiding. 
Present: Representatives Poage, W. Pat Jennings, D. R. Matthews, 


| George S. McGovern, Merwin oad, Earl Hogan, Paul B. Dague, 


| 


| Albert H. Quie, Don ‘he Short, Mrs, ‘Catherine ay, and Delbert L. 
Latta. 

Also present: Representatives Hoeven and McSween, John Heim- 
burger, counsel, a Hyde Murray, assistant clerk. 

ike. JENNINGS (presiding). ‘This meeting of the Livestock and 
"Feed Grains Subcommittee was called this morning for the purges 
of first, organizing the subcommittee, and, second, for heari 
general report as to the situation concerning our liv estock and aa 


» Poage asked that the roll be called promptly at 10 o’clock, So 
Iam going to ask Mr. Murray to call the roll, please. 
Mr. Murray. Mr. Poage. 
(Not present.) 
Mr. Murray. Mr. Jennings. 
Mr. Jennings. Present. 
Mr. Murray. Mr. Matthews. 
Mr. Matruews. Present. 
Mr. Murray. Mr. McGovern. 
(Not present. ) 
Mr. Murray. Mr. Coad. 
— resent. ) 
URRAY. Mr. Breeding. 
(Ne poe Prva) 
urray. Mr. Hogan. 
Me Hogan. Here. 
Mr. Murray. Mr. Burns. 
ag: resent. ) 
urRAY. Mr. Dague. 
(Not resent. ) 7 
Morray. Mr. Quie. 
(Not resent. ) 
Mr. Murray. Mr. Short. 


Mr. Suorrt. Present. 
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Mr. Murray. Mrs. May. 

(Not present. ) | 
Mr. Murray. Mr. Latta. 
(Not present.) 


(Also present at hearing subsequent to rolleall: Mr. Poage, Mr. | 


McGovern, Mr. Coad, Mr. Latta, Mrs. May, Mr. Quie, Mr. Dague, Mr. 
McSween, and Mr. Hoev en.) 

Mr. JENNINGS. I might say to the members, those present, that it | 
was necessary for Mr. Poage to attend a Voice of America program, 
He will be here shortly and, of course, will take over the proceedings, 

First, we have Mr. R. J. Pollock, Director of the Grain Division, 

Mr. Patmpy. Congressman Jennings, Mr. Pollock is not here. My 
name is Palmby and I am here in his place. : 

Mr. Jennings. We will be glad to hear from you at this time, and 
if you have any others that you would like to bring to the witness 
chair, you may feel free to do so. 


STATEMENT OF CLARENCE D. PALMBY, ASSOCIATE ADMINISTRA- 
TOR; ACCOMPANIED BY VIRGIL G. BARTON, ASSISTANT CHIEF, 


COMMODITY STABILIZATION SERVICE, GRAIN DIVISION, AND | 


ALBERT J. BORTON, CHIEF, COMMODITY PROGRAMS BRANCH, 
GRAIN DIVISION, COMMODITY STABILIZATION SERVICE, US. 
DEPARTMENT OF AGRICULTURE 


Mr. Parmpy. As I have told you. My name is Clarence Palmby. 
I am Associate Administrator of CSS. To my immediate left is Al- 
bert Borton, who is chief of commodity price-support programs in the 
Grain Division, and to the extreme left is Ray Barton, assistant chief 
of that branch. 

Mr. Jennines. Mr. Palmby, do you have a prepared statement? 

Mr. Patmsy. No; we do not. We did not know exactly what you 
had in mind, and so we brought ourselves plus information which we 
thought might be of interest to you. 

Mr. Jenninos. First of all we would like to have you start by giv- 
ing us the general situation as to the supply and some of the problems 
that are confronting you. 

Here is the chairman, Mr. Poage. 

(Mr. Poage assumed the chair. ‘) 

Mr. Patmesy. Congressman Poage, we just stated that we do not 
have a prepared statement. 

r. Poace. We did not ask you for any prepared statement. 


Mr. Patmpy. What we did do is to bring information about several | 
items we thought might be of interest to you. We would like to show | 


you a few charts. They show the stock situation, and the use of 
grain price-support programs. They depict acreage and yields of 
those crops. 

(The graphs are as follows :) 
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Mr. Patmsy. With your permission I would like to run through 
these and just explain them a bit as we go. I think they are rather 
self-explanatory and I think they give in a picture form what we 
could review in figures and detail, but I think it means more if we 
could use these. 

You will notice on this first graph here that its heading is “Planted 
Acreage Crop Yields and Farm Output 1957-58” and then figured as 
a percentage of the 1937-41 average. While there was no reason for 
doing this other than the fact that this was tied to some base period. 
This period was typical as regard to yields. 

So you will see here in pictorial form, what has happened, first of 
all, to planted acreage. And you will see there how, as compared to 
1937, the planted acreage of all crops has gone downward in the last 
few years. 

Mr. Marruews. May I ask a question? These are, of course, the 
feed-grain crops? 

Mr. Patsy. Yes. 

Mr. Marrnews. The feed-grain crops? 

Mr. Patsy. Yes. Pardon, me these are all planted crops on this 
particular graph here. 

Mr. Matrnews. All planted crops. 

Mr. Patmpy. Yes. 

Mr. Marrukws. Including feed grains? 

Mr. PAtmpy. Including feed grains. 

Mr. Hermpvurcer. What is this 59 crops planted acreage—what does 
that represent in acreage—do you have that figure? ? 

Mr. Patmpy. I do not have it. 

Mr. Barton. I have 1958. 

Mr. Poace. What is it, the base acreage that you have? 

Mr. Patmpy. We put it on a percentage basis. 

Mr. Poace. What is that base from which we start 

Mr. Patmpy. 1937-41. 

Mr. Poacr. How many acres? 

Mr. Patmpy. I do not have that figure with me here.? 

Mr. Hermeurcer. You can supply the 1959 figure later, perhaps. 

Mr. Barron. I have the 1958 acreage of feed grains. 

Mr. Hermpurcer. That would not help much. 

Mr. Barton. I have that and I have other grains. 

Mr. Patmpy. What you want is total 1937-41 that we used as a base. 
We will supply that to you. 

Mr. Hermpurcer. And show us what this on the righthand side rep- 
resents for the 59 crops you have used in your computations. 

Mr. Patmpy. We will be very happy to. 

(The information to be supplied is as follows: 


1329,532,000—1958 acrenge 
2351,234,000—1937-—41 average acreage. 


373829—9— fF 





14 LIVESTOCK AND FEED GRAINS REVIEW 


Planted acreage: Crop yields and farm output, 1937-58, inclusive 


[Percent of 1937-41 average—1937—-41 = 100] 





























Planted Crop yields 
Year acreage ! (28 crops) Farm output 
(59 crops) 
psa them anchmemtanretenterre sitet lt 

RARE ic Larabee ced > i inetaivaas sheila 103 | 99.1 se 
ahs cminirgdes  ikcsienntiaetiac La | 101 | 96.7 96 
ed ea ah cimnw ciao dokn mae 98 | 97.9 98 
1940... ------- 2-22-22 ------ 222 -- +222 20-2 0-2 2-2 -= 99 102. 0 101 
Ot ee Be nadie piieosinibubacatncheiewuicent | 99 104, 2 105 
ea baeres temee ES Sealant dental aicten ce co Saat oa 100 | 115.4 17 
NTE nA Oe icensepinsnsmemaianien | 103 104. 5 115 
DINE. cowncaccnnennseqedesnnncccesecpecnnecsenseenansessnecsses | 104 110.8 118 
SR aAdt es Ratinitahtrmadietoeninstinicanceiaierne nase Raiadiod 101 | 109.9 17 
TE cnt watiaclengos Scales decaphaapd wm hig sicveere ara ieeuboanmetes 101 114.5 120 
dd oo ig tills nd diiionm eb atibnatabengdh hiitinn doeqascosebece | 101 | 114.5 116 
PR ck ncniasuidnhseteectencncendmeuens jocanesanemusseadasenns | 102 125. 5 127 
er ei ee been saci ictal 104 | 116. 1 123 
WD nonin sigs cenins pwc cog se agitated nsonnceéeencnssccnce sce = 101 | 120.0 12 
el ee eee eal caniienaiaceesnnseninte 7 103 | 119.3 | 126 
eee apace nate Sica NE cee arias at vebeenar oes 101 125.2 | 130 
_ Si andes eer? piptiadasndeedtes ncn wellinaibipninn 102 | 125. 5 132 
1954..__, Shino a nee conat Boe ea lactinseoeaet tamed 101 | 127.3 132 
ee aa a oc baad ovina ceieeaninaa dik 101 138.0 137 
Sn pa eunskeourasescosaswes | 98 144. 5 138 
I rd 5 EE a. a hdigcctdoascubitaakoseccctes 95 147.8 138 
en aanacanads ee 94 | 166. 7 149 

1 1937-41 average, 351,234,000 acres. 

2 Preliminary. 

Beginning carryover stocks, wheat, rye, feed grains, soybeans, and flawseed 

{In millions of bushels] 
] | } 
Year ccc Other Total 

a a lillie | 512 | 609 1,121 
Ne Po Coe NS od een ody iain eiaias 1, 124 585 1,709 
ko ee iewernkaiemanene 1, 713 491 2, 204 
ee concen Mica koeunepabhcosunnneseet 2, 125 492 2,617 
RN cnc a stl dt Ua ia ndiadco plague pce eacheginen rene 2, 288 481 2, 760 
«OS ae a Ae aE Se ae 2, 347 466 2,813 
ee a icant a Speinnackaeanundbaae 2, 707 484 3,191 
ik eal sta ia oncigepenvaiinhina nesiismenberomaceritiasiiien 3, 882 542 4, 424 








19 


19% 


19% 
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198 


19% 
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Carryover stocks of grains at beginning of marketing year 


{In millions of bushels] 


———_—_—_—_—_—_—_—_—_—_—_—_—_—_—_—_—_—_—_—_—_—_—_—_—_—_—_—_—_—_—_—_—\—a_ ee 


























| 
Year Wheat Corn | Oats Barley | Sorghum 
grain 
1952: 
REET. dae ania so beniddiecinieaiiaidenaae 165 306 ll 23 7 
ed A. oui cbaesbaccueeo teenie bean 256 487 277 7 10 
1953 
IO, ents ven hog si held <:extnthiteilipe eins ine iekandganaanent 514 580 16 3 3 
SR Tn cd dint sc euciawsuihe beiidiinad ka ammaiadlad 605 769 249 51 8 
1954: 
UNMEDE, ciciets atitsetd dilutes dB wie Said sdiadatadberndirgadelad 866 736 41 33 20 
a a a a eee 934 920 227 71 22 
55: | 
" aoe. So ne a ene” 991 884 61 88 68 
NE: 1d wehheanaeda wi bebeneubesdusceddeeeieahes 1, 036 1, 035 303 131 75 
1956: 
i aS ails Sena te cs ms haa diet tag ak eeataandim aloe 996 1, 060 7 71 75 
EEE cineceshbxacsenscccdsdbgsmedebsbatenetseete 1, 033 1, 166 347 117 81 
1957 
SIT criysissnsjiousiivi sslaies nie hella bana 838 | 1, 295 | 35 80 75 
Total iearicimaiahil arse manta careachia siege ae | 909 1, 420 | 241 127 80 
1958: | | 
ccc esriinss Sidhe Seite asaleniacdacd 2 rallied 873 1, 360 | 45 107 298 
Total 881 1, 467 | 326 168 309 
1959 
Gd ince ‘ tia ,eutiboidbeseatacate 1, 250 | 1, 725 100 150 560 
Total__- . ee oa idisiiehin cain aioe 1, 300 | 1, 850 375 200 70 
Year Rye Soy- | Flax Total Other 
beans | free 
1952: | 
cco 0 0 | 0 512 609 
Total 4 a 10 | 1,121 leet 
1953 
aia Mae le 0 3 | 5 1, 124 585 
Total 6 10 ll SFE a deren 
1954 
Ds Locusts idétumionedustipnimendaadions aaa 5 0 12 1,713 491 
Total 15 l 14 | ef} Ae 
1955: | 
EMS. civibaktinduipalicsscetudtieideoknt ahaa 8 7 8 | 2, 125 492 
IIL: os waiteattihiv blectaatahcatinnm=® aaedttebeheee eee 16 | 10 11 |} OT Bik cas 
1956 
CCC 12 | 0} 0 | 2, 288 481 
Total 17 | 4 | 4} Oe tniitSucedced 
1957 
ND. ciciahs sihe Ropes ate Oust ssi esabaia-qpessieh dca serie 4 | 6 | 14) 2,347 466 
NS oS aci en ence Suede: soee eee 7 | 10 ae.) eee 
1958: 
I isceh bits ietaiitaree tomar tt a 6 15 3 2, 707 484 
NN tae nsx ncaiudkithanul ddd tae 10 21 9 Se 
1959: 
DUE sich Caen any stiiedndetcceebakaamunned 10 80 7 3, 882 542 
ES cccndsth dbiconstuthenietaswcantidedestakutn 16 100 13 Ge tcunacoaen 
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Beginning of year carryover stocks 


Sean 
3. Feed grains (corn, 





























1. Wheat (million 2. Upland cotton oats, barley, and sor. 
bushels) (thousand bales) ghum gr ain) (million 
Year bushels) 

acilanaralcindnale lds ousibealaesineaamnaiapainanid nen ene 

| CCC | Free | Total | ccc ‘ooo | rr Free | Total ccc Free | Total 

other | other other 

| 
SI so tinnishnnsoetnnsenipann | 165 | 91 | = 287 | 2,502 | 2,789) 3:7] 500 847 
ll  onnednlcnihnhgnpnes | sia] 92] 606] 2,040! 3,565] 4605 | @2 475 | 1,077 
eee. bere a Pee eres | = 866 | 68 | 934! 6,940 | 2,788 | 9,728 830 410 1, 240 
Ss initesigihvcnsicbndbogghot | 981) 45} 1,025 | 7,907 | 3,208 | 11,205 | 1,101 443 | 1 54g 
ol gcc aaceedeneees | 996 | 37 | 1,033 | 12,006 | 2,523 | 14,529] 1,280 431} 1711 
a ae tier | 838 | 71} 909] 8,547] 2,776 | 11,323] 1,485 383 | 1 888 
BE i cers talinscncorwenhieice | _ 873 | 50 | 923 | 3,442] 5,303 | 8,745] 1,810 460} 2,270 
ee a | 1,250 | 50 | 1,300) 5,500 | 2,700 8,200 | 2,535 460 2, 995 
Price-support inventories by fiscal year 
[Millions of dollars] 
; 

Fiscal year ending June 30— Total Feed grains} Wheat Cotton | All other 
Os St aie oa eee 1, 433 | 725 | 483 | 16 | 209 
1952 eiceencnteaiil a jeanne te 1, 073 523 | 364 | (‘) 186 
1953. . ...-------- w nnn nena ne-2-2-----2------ 2, 339 387 | 1, 188 | 33 | 731 
ee bed create kale askiapenetieianiais 3, 668 | 680 1, 971 20 997 
1955. _ - Seles, 4,972 | 1, 267 | 2, 547 290 | 868 
Gl nk cena wens sin bia . 5, 972 | 1, 496 | 2, 536 | 1, 264 676 
1957. ..-.-------------------------------- 5, 3 1, 694 2) 266 868 543 
et Oe ns Su dba atee oe . 5, 455 2, 384 2, 300 190 531 
ee air ies! 6,798 | 3, 095 2; 986 61 656 
ikon Dianna ew glhmeremesdchwe=nucenl 9, 094 | 3,650 | 3, 393 1, 305 | 74% 


! J | 





1 Less than $500,000. 
3 Estimated. 


Nore.—Feed grains include corn, oats, rye, barley, grain sorghums, 


Investment in price-support operations, fiscal years 1951 through 1960 
{Millions of dollars] 














Fiscal year ending June 30— Total | Feed | Wheat Cotton All 

| grains | | other 
1951 _ .....--------------------------------- | 1, 767 | 909 | 505 | 17 338 
1952. .....--------------------------------- | 1, 437 | 582 | 411 49 305 
1963 . ........------------------------------| 3, 476 | 865 | 1, 284 323 1,004 
1954 _ ....---------------------------------- 6, 006 | 1, 368 2, 169 1,177 1, 292 
1955 _ --.----------------------------------- 7, 069 | 1, 770 2, 579 | 1, 419 1. 301 
1956 _ ...----------------------------------- 8, 257 | 2, 172 2 626 | 2 243 1 216 
DI eran ernanawannawnasmnn ana en sane nent 7, 338 2, 422 2, 204 | 1, 470 1, 152 
1958. -.-.-.----------0------000- 22222222" | 7,030} = 2,983 | 2371 | 556 1170 
1959 !__.._-..------------------------------ 9, 110 | 3, 769 3.074 | 1.046 1 2 
1960 1... -----------222-00-e--- neon eenen- | 10,424} = 4,201 | 8, 460 1 446 1308 

1 I stimated. 


Note.—Feed grains include corn, barley, grain sorghums, oats, rye. 
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Cost value of CCO acquisitions and dispositions (fiscal years 1952 through 1960) 
{Millions of dollars] 
ACQUISITIONS 





Wheat Feed Cotton Other Total 
grains 


ee a | S| | | 











RRR RTE TS Sa ee ea 200 59 48 206 513 
ll cc nasenaniubitibas ree 862 38 81 697 1, 678 
Sc csngad th ean dann son le cninnes 964 614 (4) 893 2, 471 
Te aco ntnaallitie scdachina _ ; 1, 035 897 276 733 2, 941 
iinecs ecbetbbet : : ‘ 563 682 1, 166 748 3, 159 
ET. 02 pqalbsitidichacinnn Sisaliea 336 | 720 1, 025 959 3, 040 
Se inaintcumcevnaedd lets oer 372 1, 126 604 840 2, 942 
1959, estimated - . ta 974 | 847 314 935 3, 070 
1960, estimated - 748 838 | 1, 985 975 4, 546 
DISPOSITIONS 
Wheat Feed Cotton Other Total 
grains 
| 
1952... 387 297 66 254 1, 004 
1953... - 169 205 | 37 193 604 
an SP aes auee 378 | 395 14 706 1, 493 
1055... ..- 723 | 440 23 987 2,173 
1956... - 830 | 660 237 1,020 2, 747 
1957...- . 841 768 1, 451 1, 162 4, 222 
a bed 556 740 1, 301 844 3, 461 
1959, estimated _ . 527 | 522 454 921 2, 424 
1960, estimated. - 610 | 759 782 956 3, 107 








1 Less than $500,000. 


Total realized losses of COC during the fiscal years 1951 through 1960 and reserve 
for anticipated losses at June 30, 1958 


[Millions of dollars] 


Fiscal year Realized Reserves at 

losses June 30, 1958 
Bc cu c du pcbekdtanstneseeehns lode biwabied buneis bedtuumetsesetecseccstes GOO Ber os 
Rath vigscda boda uewerte emcmenucladewaneeeeie wowed 4 gy SAR 
DAA cckcdwncpnatne nocd bedagnboptakescdpelawodtandsthndasecepessaee ot be ay TE RI 
cea be scunidesapedagankunet piuvatmanaghewewasietocndintaiiecissiat Ge Wisbaccmitescen 
1956... ... Ebnddadhdascukepsecnentsdeeennpanideetanntddubasdeteniantoses ale GET t.5ee cc eeas 
ath sad aN a raed ale BA alicia 
SE a Sains Gail ines Scab pediocin ince eh 6 al iced ca iota: Mae ae Ae PEC Ean cea egies 
1958 y pads aan inebneaeorae Sart icidedte corte nipind cational ] 1, 535. 4 2, 408. 4 
1959, estimated ae saints “ecinll tna ohio daplan aidan a eae a ae eee ee oe yk ake ep a aah 
AE NANETTE ERT A RR ECE ore L, 3, COW Vickacasasinen 


Storage and transportation costs and interest expense incurred during the fiscal 
years 1953 through 1960 


{Thousands of dollars] 


Fiscal years Storage Transporta- | Interest ex- 
costs tion costs pense 

1953__.. a ; eg pied ‘ 120, 184 69, 653 48, 480 
| = tidudieds ‘ , hiabagules utiewiedne de da 236, 856 92, 305 90, 846 
1955 : acehiasmaans - ahateeeame wiveind Siento 332, 930 137, 994 59, 7: 
Re ENERO ER 187, 646 180, 034 
1957 ‘ 364, 391 186, 382 337, 612 
1958 . 408, 610 177, 728 420, 889 
1959, estimated idicsanmcbadondie 475, 917 | 207, 230 150, 000 
1960, estimated____.___- (ois dod eisai na tiaaeieas aiaaaciaiainiaaleen | 631, 418 210, 000 375, 000 


sn eneeneeeeeneee ooo 
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CCC borrowing authority in use, fiscal years 1948 through 1960 


June 1948___- 


September 1949___- 
December 1949 - 


{Million of dollars] 
ee ee ee 


Quarter ending— 


March 1949____-- 


June 1949 


September 1950_. 


December 1950_.- 


March 1950__-- 
June 1950_- 
September 1951 
December 1951. 
March 1951_-- 
June 1951___. 
September 1952 
December 1952. 
March 1952 
June 1952 


September 1953_- 


December 1953. 
March 1953__- 
June 1953 
September 1954 
December 1954. 
March 1954___- 
June 1954___. 


September 1955-. 


December 1955. 
March 1955 
June 1955 


Septem ber 1956.......- 


December 1956- 
March 1956____- 
June 1956_...- 


September 1956. 


December 1956 
March 1957 
June 1957... 


September 1957 ; 
December 1957__- 


March 1958 ..... 


June 1958....._.- 


September 1958 
December 1958. 
March 1959___. 
June 1959_...__- 


September 1959.._._- 


December 1959_- 
March 1960_..._- 


June 1960_..__- 


CCC 
regular 


PHIM AMAA WWE mE NN NN wo wn IN 


8, 
10, 
10, 
10, 

9, 
10, 
10, 
10, 

9, 
10, 
10, 
10, 

9, 
10, 
11, 
ll, 
10, 
11, 
12, 


13, 


435 
524 


537 


042. 
144. 
240. 
304. 
798. 
503. 2 


935, 
854 


625 


284. { 


837 
009 
872 


622 


923. ¢ 


579 


572 
216 
573 


228 


978. ¢ 


949 


965. £ 
661. 
613. ! 


025 
025 
617 
282 
591 
601 


841. 
699. 
924. 
616. ¢ 
273. < 
120. 
470. 
474. 
410. § 


220 


605. 5 
837. 
660. 


637 


442. 
139. 


“1 = Or OO on Dw 


Ne aAwwoc 


< 


oo 


1Assumes passage of proposed supplemental appropriation 
CCC for costs of special activities during fiscal year 1958. 

31960 budget proposes partial restoration of 1959 capital impairment of $575,000,000 which would eliminate 
credit balance. 


= oN SO Or eh Ge 


ae Oe eS OO 


— ewe 





{ 
CCC reim Stat 
- eilm- Statutor 
| bursable Total borrowing 
authority 
| wo) | ee 
} 58.2 | 493.5 | 4, 750 
63.2 587.4 | 
| 30.7 | 1, 567.8 | 
| 50. 2 2,092. 7 |. 
58.6 | 2, 202. 8 
54.9 | 2, 295.7 | } 
| 38.8 | 3, 343.3 
67.6 | 3, 865.7 
133. 2 | 3, 636. 5 ( 
142.7 | 3, 078.3 om 
72.5 | 3,027.4 
233. 1 2, 858. 5 | 
325. 4 | 2, 610.3 
287.7 2, 124.7 | 
269.8 | 2, 279.6 | a 
337. 1 2, 209. 1 
405.8 | 2, 028. 4 | 
193. 7 2,117.0 
228. 5 | 2, 800.8 { 
279.2 3, 496.0 | 
| 326. 5 | 3, 900. 0 | 
163.9 | 4, 392.0 | aed 
227.9 | 6, 206. 2 | oo8 | 
| 149. 4 | 6, 099.2 | 8, 500 
222.0 | 6, 187.5 | 
222. 5 | 6, 883. 6 10, 000 
263. 8 1p BETES! Lo nnnancnneee 
432.8 | 8, 458. 5 ars 
568. 8 8, 594.6 a 
457.0 | 9, 074. 4 12, 900 P 
| 640.3 10, 922. 7 
845.3 11, 436.3 
1, 174.8 11, 776. 5 
1, 175. 5 11, 016.6 14, 500 
| 1, 731.9 |} 1S 600 61 
| 2, 224.6 | 13, 148.6 |- 
| 3, 127. 2 13, 743. 5 
2,701.9 11, 975. 2 | 
2, 975.9 | TR ROE Nice cuccwcunee } 
| 3, 294. 2 | 15, 764.3 fcc . 
| 1, 481.3 Sa fica a.cceae cae 
1, 692. 1 | 11, 103.0 | 
2, 022. 6 | REG Incinacccuoasen 
2, 389.7 | 13, 995. 0 : 
1, 644.8 A EE 
608.9 | 11, 269.0 }- oe 
926.9 | 12, 564.0 | 
1, 264. 0 13708: 6 1... 5c 
1, 686. 0 944 G08. 0 I... <cs nae 
' 





in April 1959 of $1,337,000,000 to reimburse 
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Farm production assets, cash receipts and exports, 1940-58 
{Billions of dollars] 








{ 
| 





Pruduction |Cash receipts Value of 
Year assets, from market- | exports 
Jan. 1! ings 
ith adanteikinn Seknbewusiihdes cibhoak ee ee 38.7 84 | 0.5 
SN ns esiateiis ic tatinwitatc\cledk aa ni emte eesp ais inns ihikia aaa 39. 9 11.1 aa 
SL in sidan bes dich ddan gue «onehnswhsleicAail sot eaeaeeaanaanate 46. 2 15.6 1.2 
i cctek san ccdebunnes wineien aaa nine wetedaent’ aamamaale 54.4 19.6 2.1 
BRS ccdudée sudutcstwck 4 deca cidiandada cheb tbameedal 62.0 20. 5+- 21 
1945 wmiseskpebtendce<snedbensncaccnadsdeln sees 67.7 21.7 2.3 
BEE <.. ctusvenaale : soni: sito wisss ielestanee denna sik Ailischinatiie 73.7 24.8 3.2 
SES. inbivm cévnsbiarubbuniasdudwahapeksheveceeisneeeelaeaes 83. 1 29.6 4.0 
1948 ee a jlicagiine ce laackteedee Srad 92.3 30. 2 3.5 
1949 a Je idethhnviad waeeekeaenitabee tk 98. 1 27.8 3.6 
1950 i Pciraie ails tie’ rk wieants «ine ae Shoes 95. 9 28. 5+- 2.9 
1951. onieettieniy yee . 113. 1 03.0 4.0 
icin bandicidet ophiendheicdcekeacdnambendssipedan masta eee 125. & 32.6 3.4 
1953 ih thon tiie wthshidte a aati acces i dadiclemanea’ 121.8 31.1 2.8 
1954 bebo = Sitntage oadee- ne eeametaaaiendle 117.5 30.0 3.1 
See / hid cuhtiln’ in Tiiioakil 121.1 29. 6 3.2 
1956 wits iicmamaetants oa ici 124. 7 30. 5+ 4.2 
1957 preliminary a alts wig tebtaiie sedan eee tos alana adele 132. 1 29. 8 4.5 
nee Gotammate...........6<<<ecs Saal aekeediniaa 140. 6 33.0 3.9 


' Includes farim real estate, less value of dwelling; livestock; machinery and motor vehicles, less 60 percent 
of the value of automobiles; crop inventories held for livestock feed; and a portion of the demand deposits 
determined for each year by adjusting the depesits of Jan. 1, 1942, by an index of production costs. 


Capital expenditures as a percent of income, United States, 1940-57 











Year | Farm! | Nonfarm 2 | Year Farm! | Nonfarm ? 
| = an 

1940 14.4 15.1 || 1949. 27.5 17.4 
1941 14.5 14.3 |} 1950.- 26. 5 19.1 
1942 9.9 6.3 || 1951. 24.3 17.9 
1943. 6.6 $0.0 RS) «cibont cba 25.0 17.5 
1944 | 10. 5 4.9 || 1953_. eaten 28. 6 17.7 
1945 10.6 C6 0 Wk. ....c2.-..ascaeieeeen 26. 2 18.4 
1946 11.2 | 13.9 | 1955... 27.8 19.3 
1947. 17.2 | 17.7 || 1956. 25.4 19.9 
1948. 20.2 18.6 |] 1957--—— o-oo 26. 6 19. 5 








1 Farm capital expenditures as a percent of income originating in agriculture. 
? Gross private domestic nonfarm investment as a percent of private nonfarm national income. 

Mr. Patmpy. The other graph on here which is particularly mean- 
ingful pictures what has happened to crop yields on the 28 crops 
which we used to make up this total. Again, using 1937-41 because 
it did reflect a rather static movement as compared to prior years. 
And then the crop yields in the last few years make quite a striking 
picture. 

Then, in addition to that is the farm output, and that is a combina- 
tion of crops and livestock. 

I am going to keep moving along unless there are questions. 

Mr. Poace. Go right ahead. 

Mr. Patmpy. On the next one which is “Beginning carryover stocks 
of grain” consisting of wheat, rye, feed grains, soybeans and flaxseed 
and by “feed grains” we mean sorghum and 





Mr. Jennines. That does not include corn ? 

Mr. Patmpy. It does include corn, barley, oats, and grain sorghums. 

I think this graph is rather self-explanatory. These are total 
carryover of stocks, both Government and private. 
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You will notice that 1959 is estimated. 

Mr. Jenninos. It indicates that the crop held either by individuals 
or by private traders is more or less static. 

Mr. Patmpy. Right. 

Mr. Jenntnos. They are remaining rather static? 

Mr. Paiaiby. We lave found tiis in individual commodities as the 
total carryover increased, for instance, the percentage being held by 
private individuals which included processors and whatnot, went 
down as the total supply went up. So that the additional stocks have 
traditionally been held by the Government. 

Then, moving on to “Beginning carryover of major farm com- 
modities,” the third chart, you will notice here that we have pictured 
wheat, cotton, and feed grains. 

You are primarily interested in feed grains this morning, but 
again it gives the total picture here. Certainly, if this tells us any- 
thing it tells us that the buildup as of now is more in feed grains at 
this point than any other area. 

Moving to the next, “Price support inventories at the end of fiscal 
year 1951 through 1960” 

Mr. Poace. Just point out just what that last item in each one of 
them means on the second chart. Of course it carries it to 1959 on 
the second chart, whereas on the other it stops at 1959. The last figure 
on the third chart is practically 3 million bushels of feed grains begin- 
ning carryover. oaa the second chart shows 4,400 millions. At what 
time of the year is that? 

Mr. Patsy. This is July 1, and keep in mind that this second chart 
here which is beginning carryover stocks of grain which includes 
wheat, rye, feed grains, soybeans and flaxseeds, in other words, the 
4.4 billion is a total carryover figure which includes wheat and oil 
crops in addition to the feed grains. 

Mr. Poacr. I see. Excuse me, I see what it is. 

Mr. Patmpy. Whereas on chart 3, the 2.99 is feed grains only. 

Mr. Hermpurcer. Before you leave that, the black part of your bar 
here is the portion held by private individuals. Does this include 
grains which are under loan or which have not yet been turned over 
to the Commodity Credit Corporation ? 

Mr. Patmsy. This would include what? It would include— 

Mr. Barton. Only the commodities that we have taken over—those 
taken over. 

Mr. Patmsy. What about those impounded on the farms? 

Mr. Barton. That still belongs to the farmers. 

Mr. Matruews. This figure does not include the grains that are 
impounded on the farm. 

Mr. Pauopy. I think it does not. 

Mr. Matruews. Would that be a significant amount? Could you 
make a guess as to what amount there would be ? 

Mr. Patmpy. The only area in which it would be significant is corn 
because it is tied to July 1, and our takeover is completed on all 
grains except corn on July 1. An amount of corn is resealed on farms 
from prior years plus that which is currently under loan. I think that 
would be the answer, isn’t it ? 

Mr. Barton. That is right. 
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Mr. PatmsBy. From 300 to 500 million bushels have been under price 
support as of July 1, each year. 

Otherwise, our takeover is complete on the other commodities. 

Mr. Hertmpurcer. That does not include the grain in the loan but 
not yet delivered to the Commodity Credit Corporation. 

Mr. Patsy. Yes, that is right. 

Mr. Hermpurcer. The 4.424 billion figure, it does not include that; 
they are not included in that? 

Mr. Patsy. They are included in the total. 

Mr. Hermpurcer. Those under loan, but not yet delivered, on which 
loans have not been called, are included in the black portion. 

Mr. Paumsy. They are included in the other portion, right. 

Mr. Hermpurcer. Thank you. 

Mr. Patmsy. Keep in mind the only significant figure that would 
lessen the black portion and in turn would increase the checkered por- 
tion would be corn which would be on farms on July 1, plus what 
other commodities would be resealed. 

If there are no other questions on that I should like to insert the fol- 
lowing graph and statement. 

(The data referred to above are as follow :) 


STATEMENT EXPLAINING THE CHART ENTITLED “BEGINNING CARRYOVER STOCKS OF 
GRAIN WHEAT, Rye, Freep GRAINS, SOYBEANS, AND FLAXSEED” 


Upon checking with the people who made up this chart, we find that the por- 
tion designated as Government owned includes not only CCC inventory but also 
the amount under loan, including reseal loan. This chart is made up from 
the carryover stocks as of the beginning of the marketing year for each com- 
modity. The amount under loan included in the bar representing Government 
owned is a significant amount and is approximately as follows in millions of 
bushels for each marketing year represented : 


Million 

bushels 
I scp os eli Spliced ba ei ded stn i an chsenondnsins ecigs alicaeglpaen tieegit aiaciinladiataaia eae 45 
sawn hn ws tdi ep els elias die lbh sc MS Ta dh ey ernest in egtniaan niinn olleggaaien cen ee ae 337 
an cnn 59h os igi ee ln hata aati alps sa op tsinicem de vinnes hasta a eases latina sdnisaniahae a an 517 
BI nics ncen an eit tila tated arta geen ta igh a eae ere cisplatin di eceaheacimeetndhidadha chjacartatatsidl 297 
IIIT ic ssnan spb isn Sn capable ses evince anlpapy sn thidavonin tas an tna ovaisiaed ll cadlibaiaendaelbiaie daca eae 448 
I I is sh sn vs ev Dai nesetneeileinldatgteblnin ete obec inh us empl leek Silas ccacaibas in Dhscenniahl eae eee 448 
nn ss co niall tseachtain lin asa Netghgltie hah irene cada 398 


The amount under purchase agreement is not included in any of these figures. 
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Mr. Poace. Move right along. 

Mr. Paumpy. On graph 4—I am sorry these are not numbered— 
this is the one that has to do with price-support inventories at the 
| end of fiscal years 1951 through 1960. 

And again this chart shows primarily, in our opinion, that the 
inventory of wheat has not changed through the years as muchas 
feed grains. It has progressively gone up, as you can see, since 
1953. 

Going to the next chart, which is “Investments in Price Support 
at the End of Fiscal Years 1951 through 1960.” 

Mr. Poace. One thing is that this is in dollars and the other is in 
bushels. 

Mr. Patmpy. Right. The next one which has to do with all com- 
modities. I think the graph is rather self-explanatory. 

Again the darker portion has to do with acquisitions in excess of 
dispositions, and the checkered portion is dispositions in excess of 
acquisitions. 

Mr. Poace. This year our acquisitions are going to shoot way up. 

Mr. Patmpy. Yes. 

Mr. Poace. I know there will be an increase in cotton, but the larg- 
est portion of these estimated acquisitions is primarily of feed grains. 

Mr. Patmpy. I would not say primarily. The reason I say that is 
that we are projecting as to what. will happen at the end of takeover 
this year, and we have a very heavy volume of wheat under price sup- 
port. In addition to this, of course, our feed grain support programs 
particularly grain sorghums and corn, have been used extensively. 
The same can be said of oats, so they all contribute to this. 

And again'these are projections, as you will note. 

Going to the next chart of “All Commodities” again, this is for the 
years 1952-60. Pardon me, that is a duplicate. 

Mr. McGovern. One is mislabeled, “Chart No. 4.” Where you have 
it in billions of dollars—price support inventory—that is in billions 
of dollars. 

Mr. Patsy. That is right. 

Mr. McGovern. No. 5 on this list-——— 

Mr. Jenninos. That is bushels. No.5 is bushels. Is that correct? 

Mr. Patmpy. That should be billions of bushels. 

Mr. McGovern. No. 4 must be billions of bushels and No. 5 must 
be billions of dollars. 

Mr. Patsy. No. 4 is correct and No. 5 is wrong. No. 5 should 
be billions of dollars rather than millions of dollars. 

I wish you would make that change on your graphs. This is 
chart No. 5 which is “Investment in Price Support at the End of 
Fiscal Year.” That is the one that should be billions rather than 
millions of dollars. 

Chart No. 7 I have labeled as “Total Realized Losses of CCC dur- 
ing the Fiscal Years 1951 through 1960 and Reserves for Anticipated 
Losses at June 30, 1958.” It-is part of the package so I did include 
it in bringing us up to this point. 

Mr. Poage. That is the one where you talk about a bilhon and a 
half dollars from 1951 through—well, to 1958, and it. would have re- 
serves of about $214 billion above that. 
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Mr. Patmpy. I think the significant thing about it is that any 
estimate we make is more or less folly because we do not know what 
the end price will be when we — of these commodities, as you 
know, and so this chart to me is only significant to the point that this 
is our best estimate at this time. 

Mr. Poacr. The thing it would indicate, is it not, is that you expect 
deliveries of about 35 to 40 percent on these things ? 

Mr. Patsy. Right. If we were to dispose of them at the figure 
at which we are disposing today. 

Mr. Poace. That is right. 

Mr. Patmpy. That is the best possible estimate we can make. 

The next one is “Storage and Transportation Costs and Interest 
Expense Incurred During the Fiscal Years 1953 through 1960.” And 
again I think this chart itself is self-explanatory. e downward 
dip in the interest category, the latter part of 1958, and finally the 
upward now in the early part of 1959 reflects a change in interest 
rates. 

Mr. Poace. What interest is that ? 

Mr. Patmpy. The interest that Commodity Credit Corporation 
pays to the Treasury. ; 

Mr. Poact. That they pay to the Treasury ? 

Mr. Patmsy. Yes. 

Mr. Poacr. What rate of interest are they paying these days? 

Mr. Patsy. I don’t think I can give you the exact figure on it. 
I can, certainly, supply it to you. I don’t think I can give you the 
figure now. 

Mr. Martruews. If you will yield there. 

Would you hazard a guess as to whether or not it is the same cost 
that the Treasury has to pay for getting the money ? 

Mr. Patmpy. Roughly. 

Mr. Matruews. The same cost. 

Mr. Patmpy. Roughly, the same cost. However, there may be a 
lag now andthen. It is roughly the same cost. 

Mr. Poace. Let us get a little basic information. Would you give 
us a little explanation as to how the Commodity Credit Corporation 
works. 

Mr. Paumepy. Yes. 

Mr. Poace. As to its aperating capital. Will you just explain that. 

Mr. Paumpy. I can give you a rough explanation of it in a few 
minutes. Actually, the Commodity Credit Corporation is an entity 
in itself; it is a corporation which has to account for its borrowing 
authority, presently being $1414 billion. So, just like any other cor- 
poration, it must make an accounting and pay its expenses—like any 
other corporation—and rather than make money we show losses. And 
actually, we are made whole generally on most of our programs. 

Mr. Poacr. Explain how you are made whole. Congress appro- 
priates fhe money. 

Mr. Patmpy. We ask for an appropriation for the losses which we 
have had on these various programs. They are realized losses in that 
we have disposed of our commodities at a lesser figure than what they 
have cost us. So we ask the Congress for supplementary appropria- 
tions in order that our assets may be made whole. 
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Mr. Poace. You ask Congress to appropriate more money to buy 
the stock of the Commodity Credit Corporation. 

Mr. Paumpy. Again your wording is different from mine. 

Mr. Poacr. I think it would be well for you to get someone here 
that would give us the actual operations of the Commodity Credit 
Corporation, I mean, the technical operations. You can explain the 
basic oper ations but we should get it clear when and why the Com- 
modity Credit Corporation borrows from the T reasury and when the 
Treasury buys the stock of the Commodity Credit Corporation. Of 
course, in either case you achieve substantially the same thing. But I 
think we better get in our record how much stock is outstanding and 
how much is in the form of borrowing. 

Mr. Patmpy. We did not bring anyone with'us who can answer 
that. 

Mr. Poace. I am just asking you to get this. We don’t want you to 
feel we are criticizing your not being able to explain that. 

Mr. Paumpy. I am not qualified to do it. We came prepared to 
talk of the feed-grains situation. 

Mr. Poacr. Certainly, that is what we wanted of you. I thought 
it would be good for us to get information as to the Commodity C redit 
Corporation in our record. So, if you will, proceed with the feed- 
grain explanation. 

Mr. Paumpy. One thing I did want to point out on this before we 
left it is again the rather static cost of transportation. There is an 
explanation on that, in that we actually are moving our feed grains 
stocks less than we have in the past. 

Mr. Coapv. You say that you are moving them less. Is it true that 
again this year there is a reconcentration program in corn? 

“Mr. Patmpy. We have a constant rec oncentration program in corn 
and what I meant when I stated that we were moving less was this: 
since last May we have been on a so-called export payment in kind 
program for coarse grains; May on corn and July on the other feed 
grains. 

Mr. Coap. What do you mean by that ? 

Mr. Patsy. It simply means this: Let me point out that it is the 
same type of an export program that we have had on wheat since 
September 4 of 1956. It isa program whereby the commodities mov- 
ing into export come from the free markets. The grain does not come 
from our stocks as it did prior to these dates. Consequently, it means, 
on the overall, that less stocks come through the Commodity Credit 
Corporation. Rather, the effect of the export market is felt on the 
free market and it also means that because of this we have less calls 
to move our stocks to the port. We need only move that portion to 
the port for the subsidy to make us competitive on the world market. 

fr Coap. You are paying a subsidy— 

Mr. Patmsy. With CCC grain—— 





Mr. Coapv. With grain. Is your reconcentration program at a point 
this spring a larger — than a year ago? 

Mr. Parmny. No; it is not. We do not have the causes to move 
corn and other pati as we did before because we are not exporting 
as much. And then, bei ‘ing specific on your corn question, there is or 
will be ample storage all over the Corn Belt this year that can be used 
to handle the takeover. 
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So, actually, there are three reasons why we are not moving corn 
as much as we did a year ago. Fi rst, we are not in the export market 
with our stocks and, secondly, ae is no concentrated area where 
there is a surplus of unused storage where we could move corn with- 
out putting some out-of-line charge in it. And third, there is a gen- 
eral expansion of storage space all over the Corn Belt in order to 
handle the corn takeover. 

Mr. Poace. Would you explain how you effect your movement? | 
was talking with the president of the Grain Dealers yesterday. He 
was talking about the great shift that has taken place in methods of 
transportation. He said that even down in central Texas when he buys 
corn from up in the Corn Belt—and he does buy substantial corn 
from that area—he said that he is not moving a car. He used to move 
hundreds of cars. He is not moving a car now. It is all by truck, 

Are you moving by truck or by rail? 

Mr. Parmpy. Weare moving by rail. 

Mr. Poace. By rail ? 

Mr. Patmpy. By rail; yes. 

Mr. Poace. This is not criticism. Why are you moving entirely by 
rail rather than by truck ? 

Mr. Patmepy. I think there are probably several reasons for it, 
This truck movement, let me say, diverting just a minute, has given 
us some very real problems in est: ablishing price-support rates as 
regards differential, as I think you could appreciate because our 
whole price-support program on grains is tied to rail movements, 
The reason is that this has been the traditional way of moving grain, 
And, actually, they are published rates. Oftentimes truck rates are 
negotiated at the time, particularly in some areas of the country. So 
if we were to recognize those rates and try to use them for price- 
support purposes, it would be very difficult to get the right relation- 
ship between country points and terminal] points. 

Mr. Poage. ‘There are published truck rates. 

Mr. Patmpy. In some localities there are, but in many localities 
they are negotiated rates. 

Mr. Jenninos. The fact of the matter is that they are under a 
tariff, under the ICC regulations. A great deal of this corn is trucked 
by what we call wildeat operations “and it is negotiated and they 
take the full cargo of some commodity into that area and then load 
up with corn and ‘take it back. 

Mr. Patsy. I think that is a very good explanation. They are 
negotiated because they are exempt in many localities. 

Going on further with your question, Congressmen Poage, as to 
why we do not move our stocks by truck, I “think quite often the 
Government has to follow rather than lead on this kind of a thing. 

Then the major reason is that when we move our stocks, they 
quite often are moved for further storage or for an indefinite time 
or for a final indefinite disposition. (¢ ‘onsequently, we are tied to rails 
because of the transit privileges involved. This cannot be done by 
truck. So that when we move our stocks from one point, for in- 
stance, in your area to another, we have some very real transit value 
in that grain, on which we can recoup later on. This has been of 
utmost importance to us. 
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Then, going on still further with the stocks that we have, it would 
seem to me we would have almost chaos if we attempted to begin to 
move by trucks. Of course, you have to hasten to point out still that 
the facilities for grain in our country for loading and unloading 
facilities are lar gely tied to rail movement. 

Mr. Poacr. Where is it that they are tied to rail movements? I 
was just mentioning a grain dealer. He is on the railroad and he 
tells me he is moving everything by truck. It is all coming by 
truck. 

I don’t know why rail base facilities cannot also handle truck move- 
ments. They can handle a carload cheaper than a truck load, ob- 
viously. 

Mr. Pavmpy. I presume they can handle a lot of them, both truck 
and rail movements; in fact, I know many houses can and they are 
set up in such a fashion and are presently handling more truck grain 
than they are rail grain, However, this is grain that is largely moving 
as far as the private industry is concerned for a purpose. In other 
words, it is being merchandised or moving into an area to be disposed 
of in that area. In other wor ds, it is free grain, And they are much 
more maneuverable than we are in moving our stocks of grains. We 
are not just that maneuverable at present. 

Mr. Coap. Would you not have to load that truck first at the rail 
head in order to get it to the boxcars? 

Mr. Patsy. You are talking about bin site corn ? 

Mr. Coan. Yes, sir. 

Mr. Patmpy. That is true. We have to put it through a house; 
however, because Commodity Credit as such, as you know, does not 
own any loading or unloading facilities. 

Mr. Coap. When you do, they still have to put it on the truck. Why 
would it not be cheaper to the Government to keep it on the truck 
instead of going through three operations, of loading on the truck, 
then on the railroad car, and then taking it off, perhaps, the car and 
putting it back on the truck again? You are not barred by law from 
putting it on the truck. 

Mr. Patmpy. No; we are not. I tempt myself to ask a question at 
this point. I don’t mean unkindly. I don’t think you would recom- 
mend that. 

Mr. Coap. I didn’t recommend any of it. Iam asking. 

Mr. Patmpy. The reason I say it that way is this; I can see if we 
started to move en masse by truc k from bin site to a point, shall we say, 
in your area, to Des Moines or some other place, a 100 or 200 miles 
down the road for a reason that, you will pardon, all hell would break 
loose. The reason is again that in our Charter Act, as you know so 
well, we are tied and I think, rightfully so, to the established channels 
of trade and commerce. So that any corn setting out in a country 
point in Iowa in the eyes of the farmers and in the eyes of the ware- 
house men, and in the eyes of the people of this community, this corn 
should move through facilities that have been established by private 
capital in that community. 

Mr. Poacr. You say you are tied. I realize that you are tied if 
your operations were what they were in 1937. Certainly, the time 
comes and I am afraid it won’t be very far off: in fact, I am afraid 
it is already here, that as to the main aspect of your business you are 
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operating an unnecessarily expensive method. There have been some 
changes in the way Government does business. There have been great 
changes i in the way that everybody else does business. In 1937 the 
average dealer would not buy any grain by truck except as it came jn 
from the field. He bought it all by railroad car. He does not buy any 
from them now. He buys all from trucks, even though it aes a 
thousand miles from the Corn Belt. It is still trucked to him. I don’t 
mean that we just overnight ought to change this, but I just want you 
to consider it. 

That is the only criticism I would have with your statement. We 
should consider change. Maybe we should not make it. I don’t 
mean to suggest that ‘it is well to move all business off of the rails 
to trucks. I think in the long run it will cost us more. Obvious] 
you can wheel a carload of wheat from Minne: ipolis down to Galveston 
cheaper on rails with less out-of-pocket cost than you can on trucks, 

Isn’t what the Government is doing though probably maintainin 
the present railroad rates? Railros id rates are now in such condition 
that they do not, on many grains, many commodities, reflect actual 
costs at all. They y are clearly out of line with actual costs and with 
competitive costs. And may it not be possible that the Government, 
being the largest shipper that is tied that way, is the reason the rail- 
roads are not interested in ch: anging their r ate structure so as to try 
to recapture some of this hauling of corn on the highways? 

Mr. Patmpy. I could not agree with that st atement. "The reason 
T can’t—— 

Mr. Poacr. I am not saying it is true. I am asking you about it. 

Mr. Patmpy. The reason [ don’t think it is quite true is this. 
There never has been a time, in my memory, that there has been such 
rate changes as the railways are going through today. It has caused 
us so much work in the Department that we can hi ardly keep on top 
of it. I stated it for this reason: Referring to this transportation 
graph again, which remains rather static even though we own larger 
stocks of grain and the reason for that is because we have changed 
our type of export program. First of all, there are much larger 
amounts of it moving in free hands where we formerly would have 
picked it up and mov ved it by rail to another point. So if there is a 
cheaper method than by rail, and believe me I don’t want to get into 
saying one is cheaper than the other, but if there is a cheaper method, 
the free traders would be mov ing it that way. 

This is the reason, in my opinion, why your people are telling you 
there is a much larger truck movement. 

I have to point out one other example. The gulf all of this past 
season has really had its hands full of business as you know. The 
real reason for this has been because of the barge movement down 
the river. Stocks of grain coming as far north as the Minneapolis 
area coming down the river are all of the time keeping this constant 
stream there going into export channels. 


The reason this has come about, I am sure, is first of all, because 


it is cheaper to move it that way. Secondly, because free trade de- 
cided it was and we were not in the process of determining which 
way it should move. This again, I think, is a far better way for 
Government to be insofar as possible, to let competition decide which 
way it shall move by truck, by barge, or by rail, or by combinations. 
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But at this point I still think our feeling must be, because of the 
transit value that we get in rail movement, particularly on large 
movements, that there just isn’t anything to compete with it in rail 


movement. 


Mr. Poace, Just a moment right there. You mentioned that barge 
movement. That, too, is something I discussed quite recently, with 
some of my people at Waco. I asked them about the barge movement. 
[ knew there was a large barge movement of feed from your area 
down into Alabama and crossing into Georgia. I had a report 2 
weeks ago about the large operations in Georgia. I asked how they 
got the feed, how did it get down there. They barge it up to Ten- 
nessee, and then they send trucks over there to get it and truck. it 
over into Georgia. 

I was asking my folks about how this barge movement was affecting 
us. They said it was not affecting us at all. “We sometimes buy 
barge grain and pick it up at Memphis. That is the only effect, it 
would have on us.” 

“Why do you go to Memphis? Why does that barge movement not 
come to Houston ?” 

They said that it is cheaper to go to Memphis and pick it up than 
itis to pay the barge movement to Houston and pick it up. One 
might as well send the driver 300 or 400 miles further and pick it up 
at Memphis. 

The grain that is moving into central Texas is not moving by barge. 
Although we are 185 miles from Houston, they don’t go there to pick 
it up off of the barge. They would rather move from Memphis or 


| move it direct from Iowa straight down. While I think the barge 


movement is substantial, as you pointed out, in moving grain into 
New Orleans for export, I think there is no question about that, but 
for supplying the area away from the river, it just does not mean 
anvthing. 

Mr. Paumpy. I didn’t mean to infer that it did. The only thing I 
was pointing out is that here was a great change in the method of 
transportation in that there is an increased amount of movement by 
barge and by truck and we are not a part of it. And the reason we 
have not been a part. of it is that this is a mechanism that is being 
used in the competitive manner and we think that if it is cheaper 
and, certainly, we have no interest in it, it is all right. 

So far as barge movements are concerned, because of the transit 
and because of the uncertainty when we will move further or finally 
dispose of the commodity, we have seen fit to do so, and I think we 
can give an excellent case for doing what we are doing. 

I would like to point out one other thing. We have used truck 
movements in short hauls. As I begin to think about Mr. Coad’s 
question, I think movements we have had, particularly in your State, 
Coneressman McGovern, from bin site to a point further over to 
handle the storage problem. We have done it in several States where- 
by we have used trucks rather than using rail on some of these short 
hauls. The reason we did is because it was a money-saving matter 
to do it. 

Mr. Coan. Does this move to third parties or to elevators or what ? 

Mr. Patmpy. It was a contractual movement where we moved from 
the bin site to a consideration point down the road for restorage. 
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Mr. Coan. You say you did not use barge to any extent ? 

Mr. Patmpy. Commodity Credit, no, sir. We do not use barges to 
my knowledge. There may have been some isolated cases but to my 
knowledge, no. 

Mr. Marrnews. May I ask this question. This cost of transporta- 
tion, does that include the cost of the movement of the commodities yn- 
der Public Law 480? 

Mr. Patmpy. No, sir; it does not. 

Mr. Jenninos. This black portion here, the storage—taking the 
transportation cost in this graph—does it combine those? 

Mr. Patsy. They are separate items. The lighter area in between 
is simply the transportation item that Commodity Credit pays out 
each year. 

Mr. Mattruews. Aside from the transportation, is that where—— 

Mr. Paumpsy. I can see where this might be confusing—— 

Mr. Matruews. One ends and the other takes up ? 

Mr. Patmpy. That is right. 

Mr. Poage. That is about a million dollars. 

Mr. Patmpy. That is right. 

Mr. Poace. Thank you very much. I know we got off to a collateral 
issue. It does affect the price and value of these commodities con- 
siderably. We are not trying to tell you how it should be done. We 
know it is a complicated proposition, but we do want to review from 
time to time what is being done. 

Mr. Patmpy. Thank you. You will notice from the next one, No. 
9, that in here it shows you the extent to which we have used our bor- 
rowing authority since 1949, and for no specific reason at this time 
at all, other than a matter of showing in graph form the extent we 
are using our borrowing authority. 

Mr. Poace. What Io you mean by “reimbursable activities” in 
the CCC? 

Mr. Patsy. I knew you were going to ask that question and again 
T will have to tell you that I didn’t bring our Mr. Beach along. 

Mr. Poage. That is all right. 

Mr. Paumepy. Thank you. 

The next one, “Farm Production Assets, Cash Receipts and Ex- 
sorts, 1940-58”—and again, this is far from the feed-grain diseussion 
but we put this little graph in here, understand that we put these 
graphs together for a variety of reasons. 

And this, I think, has particular significance because it does simply 
put in picture form the value of production assets which includes the 
land, productive livestock, machinery and so forth, and it just sim- 
ply gives you the picture of the assets controlled by farmers as com- 
pared to their cash receipts and the exports of those commodities. 

The last graph again is a takeoff on a different field that I am sure 
will be of interest to you. 

It depicts the capital expenditures as a percent of the gross income 
in the farm industry and on nonfarm industry and again far re- 
moved from feed grains. 

Mr. Hemmecrcer. Are these “expenditures” synonymous with capi- 
tal investment ? 

Mr. Patmpy. Yes, sir. 

Mr. Poaae. I think in the graphs you have shown that we already 
have a tremendous buildup of commodities, that we are going to 
probably increase that buildup this year. That is right; isn’t it? 
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Mr. Paumpy. Yes; we can give you actual figures on feed grains 
specifically and we are prepared to do that if you want it. 

Mr. Poaar. I think we would like to have that. We do have a 
tremendous buildup, 4,200 million and some bushels, and if we build 
that up still further, do we have in our agricultural program anything 
to lead you to believe that in the foreseeable future we are going to 
materially reduce these buildups of feeds? 

Mr. Paumesy. The question is, Is there anything in the foreseeable 
future to materially reduce these buildups of feeds? In my opinion, 
no, there is not. 

Mr. Poace. On the contrary—— 

Mr. Patmpy. We are talking feed grains. 

Mr. Poacr. We are talking feed grains. On the contrary, all we can 
see at the present time on the program is that the possibilities are 
an increase rather than decrease, isn’t it # 

Mr. Paumpy. In the short run, particularly, as far as we can 
project, it looks like the buildup might continue. 

I will have to make one statement here, that the greatest ray of 
hope that we can see right now is that the disappearance is even 
greater than what our professional people in the Department esti- 
mated it was going to be. And we could talk about this a bit later but 
I did want to point out that the disappearance does seem to be far 
greater than even we had thought. 

Mr. Poace. You said the foreseeable future ? 

Mr. Paumpy. Yes. 

Mr. Poacr. You could not see any prospects of reducing these 
surpluses in the short run. The way you put that, one might assume 
that you meant that in the long run that you did see that these sur- 
pluses would be reduced. Do you see in the long run that these 
surpluses wili be reduced ¢ 

Mr. Patmsy. Yes. By nature I am an optimist. I will base it on 
this: It certainly appears to me that as the prices of these feed 
grains have become more attractive for feed, that the disappearance 
has increased beyond what even I say our professional people in the 
Department, the technicians, whom we have no reason to question 
at all, felt, and they have been optimistic as to what the disappearance 
will be. It appears to us at this time, and we have figures, that 
the present situation would indicate that the disappearance is even 
greater than what their optimistic estimates. were. 

Looking down further, with an expanding economy in our country, 
and with a very real desire as the economy expands, particularly in 
the red-meat field and the poultry field, the need for feed grains 
is increasing in this country. So in the long run we can’t help but be 
optimistic as requirements for these feed grains increase. 

Mr. Poaae. All of my life I have heard the theory that in 15 or 20 
years from now we would have another 20 percent more people. 
And that in 1975 we would have an increased population up to 200 
million. But it seems in the last 20 years the population has not 
gone up near as fast as has our agricultural production. 

Mr. Patmpy. No, sir. 

Mr. Poace. Do you see any reason that the population is going to 
outrun our increasing ability to produce ? 

Mr. Patmpy. I would hope it does not. And I have no reason to 
believe that it will. Yes, sr; I do not think it will. 
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Mr. Poacr. This expansion of population will have nothing to do 
with it except to increase—I know you said there was expansion in 
economy—you mean greater buying power and that people will 
eat more, particularly of the higher protein foods. 

Mr. Paumpy. Yes. 

Mr. Poacr. That is what you mean ? 

Mr. Patsy. That is what I mean; yes. 

Mr. Poacre. Have you got in mind any kind of idea as to how much 
meat you think people will eat / 

Mr. Patmpy. No, sir; I do not have any idea in mind as to how much 
meat we will eat. 

Mr. Poacr. Do the people of any nation now eat enough meat to 
justify the assumption that we would overtake our productive ability 
if our people obtained such a level ? 

Mr. Patmry. I am not a dietary expert, but a country immediately 
comes to my mind, the country of Argentina, for instance. Again, 
the economy per capita is far lower than ours. But here beef con- 
sumption is considerably greater than our combined beef, pork, veal, 
and lamb consumption. 

Mr. Poacr. That is because of the low price of meat. 

Mr. Patmpy. Yes. 

Mr. Poace. Because as to the percentage of the spending power 
of the individual Argentine, he does not spend any larger percentage 
of his earned income for beef than we do, does he? 

Mr. Patmpy. I would assume he does not, but I don’t know. I 
don’t know that situation. 

Mr. Poace. The reason the Argentine is eating more meat—and he 
does eat more meat—is because meat in Argentina is rather cheap as 
compared with other foods, isn’t it ? 

Mr. Patmpy. There again I would—— 

Mr. Poace. I do not mean to say that 

Mr. Patmpy. I would question your relativity there when you com- 
pare his money which he spends for meat to his total income—I would 
question that—but I don’t know. The reason I say that is that I 
ofttimes think that the amount the consumer spends in this country 
for meat is not out of line with what he expects to get other things 
for. 

Mr. Poace. I don’t think so, either, but you are not presently mak- 
ing the assumption that we will eat a good deal more meat based on 
the nrice of that meat. 

Mr. Patmsy. You must keep in mind that if we based it on the ex- 
panding economy, and I think we must, it does not mean that there 
will be a higher percentage spent on meat. 

Mr. Poace. All right. Let us take the percentage of meat. Do you 
figure that this economy is going to outrun the general economy of 
our agricultural production ¢ 

Mr. Paumpy. No, sir; I do not. 

Mr. Poacr. If it does not, then your expanding economy will not 
bring anything except more surplus. That alone will not give any 
relief from the surplus problem. 

Mr. Patmpy. May I ask a question there? 

Mr. Poace. Certainly. 

Mr. Patmpy. I think your assumptions would lead one to believe 
we would have to have one or the other. 
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Mr. Poace. One or the other of which? 

Mr. Pavmey. Either a buildup or insufficient; otherwise, I think 
somewhere in between is where we come. 

Mr. Poace. I don’t think so. What I am trying to do is to test 
my own thinking because maybe I am incorrect. What I try to do 
many times is to think these things through. As I see it, there has 
been a great change in this tremendous buildup of feed grains. I look 
upon it as a tremendous danger to agriculture and, particularly, to the 
livestock industry. Why is the price of hogs dropping now ? 

Mr. Partmsy. I think the answer is obvious there. It is merely a 
supply-demand situation. 

Mr: Poacr. I think so, And I think as long as we have this cheap 
feed, the supply of hogs will increase. 

Mr. Patmpy. That is what the estimates are. 

Mr. Poacr. You just told us with this present cheap feed that you 
were selling more of it than we had even anticipated. All we are 
selling is going into livestock; isn’t it ? 

Mr. Patmpy. Yes, sir. 

Mr. Poace. Consequently, I feel, my theory is, and I hope I am 
wrong, and my people in the livestock business, the people that I 
represent are concerned—I hope I am wrong as can be, but I can’t 
help but fear this 4,200 million bushels of feed grains that we have 
got built up now—I fear it will break the livestock market. You don’t 
share that fear, I take it. 

Mr. Patmpy. Congressman, of course, we share that fear, and we 
can’t help it. Being a producer myself I would have the same worries 
that you do on this thing. 

I will have to point this out. While the buildup in feed grain is 
great, there is a certain amount that is insulated and isolated from 
the market in our stock. 

Then, again, as prices would indicate as we have these buildups in 
livestock numbers, particularly as hogs, we go through these cyclic 
changes and we go through a bad period as far as producers are con- 
cerned. And it is rewarded by a good period in the end. 

Mr. Poacr. We are doing it in the hopes that we will find a way 
to slow that down, to fill up the valleys and cut down the peaks, 

Mr. Pautmey. Traditionally, it has worked out. I will grant you 
that the stock situation presently certainly should be a concern, Cer- 
tainly, it is a concern, a real one. Frankly, we will give you the 
figures if you want more of them; I think the summaries pretty well 
would tell you that we worry about them. 

Mr. Poace. That is what I want to get at. I am frankly worried 
about it. Maybe we ought not to be. That is what I want to know, 
if we ought to be doing anything, if we ought to make any steps about 
it. We want to know whether there are any serious problems, first of 
all, if there isn’t anything for us to do. If there are steps that should 
be taken, what should be done about it? Should we try to control it? 
That seems to me to be the problem that this committee has to take 
up. That is what we are here for, to decide whether we need to do 
anything about it. If the problem is not serious, we don’t want to rock 
the boat. If it is serious, we don’t want to sit here and see the farmer 
get hurt. 

Mr. Horven. I share Mr. Poage’s concern about the impact on the 
livestock market. I am one of those that subscribes to the usual rule 
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that when we have low prices of feed grain and corn, we have low 
hog and cattle prices. It seems to me that our efforts should be di- 
rected toward trying to get rid of the surplus as fast as we can, 

We are all interested in the progress made under Public Law 480, 
It isa good law and was written in this committee. 

Exports of agricultural commodities reached an alltime high about 
a year ago in the amount of approximately $4.7 billion. What are the 
prospects for the immediate future in view of the surpluses we now 
have and the prospects for another bumper crop? What can we do to 
enhance our foreign disposal program ? 

Mr. Patsy. I think that I will hate to say we are doing all we can 
do. I don’t know that we ever reach the point that everyone is doing 
everything they can. 

As regards title I and 480 again, and some of our disposal programs, 
I think your people that have been over there from the State of Iowa, 
as well as our own Government people, and many, many, certainly, 
of you Congressmen, are quite delighted that Western Europe par- 
ticularly looks like a great potential market for feed grains as they 
get more and more into the livestock feeding business. But those 
things, I am sure, if the Foreign Agricultural Service were here 
would agree do not mushroom overnight. In building a market you 
don’t mushroom that fast. It is rather a slow process. And you can 
go only so fast on it regardless of the disposition program or the 
incentive programs you have to offer. 

I don’t know as I am hardly qualified to answer your question other 
than that I am sure we are all optimistic in the long run. There is a 
limit to what you can do in the short period of time. 

Mr, Hoeven. Public Law 480 up to now has been considered as.more 
or less an emergency program. It has gotten beyond that point in my 
estimation. I doubt whether we are going to get rid of these surpluses 
on an emergency basis within a year or 2 years. We are going to be 
confronted with surpluses for some little time, in my judgment. 

Do you think that if we set up machinery for long-term contracts 
with foreign nations, we could encourage more sales to foreign coun- 
tries? In other words, I believe nations in need would be more inter- 
ested in buying our surpluses if they knew that they could be provided 
with food on a sustaining basis, by providing certain allocations each 
year. Such aplan might have.a great deal of merit. 

Mr. Patmey. You are asking the Associate Administrator of CSS a 
question which the Foreign Agricultural Service should be attempting 
to answer. 

I would have to say I don’t know on this score. I would add this 
one thing, in my contact with those potential customers, and customers 
over there now, I still think the built-in escalation which might come 
from any long-term commitments would be limited and would be 
limited to this extent. But as their desire and need and ability to take 
this grain increases, and I am satisfied it will increase, that it will 
be based upon, certainly, one, their ability to pay for them and in turn 
our ability to take some type of their production so they can pay for 
them or some other concessional type of sale. 

Mr. Hoeven. The first step might have to be a sort of a giveaway 
program. The second step could provide that the receiving country 
pay transportation charges and other costs. I actually want to get 
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surplus food into hungry mouths as ‘fast as. possible without disturb- 
ing the usual trade channels. 

Mr. Poacr. May I go back to what we were discussing before Mr. 
Hoeven asked you questions—and I agree with him thoroughly, we 
have got to move this Government corn. You said: “a large part of 
this is pretty well insulated from the market and, therefore, has no 
direct effect on the market.” 

Mr. Pautmpsy. I did not mean to infer that it does not have any 
effect on the market. I do have to say this, that, certainly, our stocks, 
once they are in the Corporation’s hands, even though they have a 
very real market effect, we are very conscious that they do not have 
the downward pressure at a given time as if they were not insulated. 
I do not know if I make this too clear. In other words, to the extent 
they are insulated from the market. because we do not readily make 
them available at times as if they were in free hands. 

Mr. Poaar. I think it might be said there’ is strong evidence that 
they do not have as much effect as if they were in the hands of the 
producer. I know the ordinary agricultural producer is in no posi- 
tion to hold his stocks of feed grains, wheat, cotton, or anything else, 
and it has to move, whereas they don’t have to move in the Govern- 
ment’s hands. But as to the effectiveness of our efforts to insulate 
these things. If you were very effective with the insulation you 
could not buy cheap feed grains today, or sorghum and so forth on 
the market. 

Mr. Quire. You can do so by loan—there is such under the loan. 

Mr. Poacr. What is the market price? 

Mr. Quiz. The national average is about $1.06. 

Mr. Poaer. $1.06 is about what ~we pay for corn down in our 
country. 

Mr. Quire. When I was home about a little over a month ago it sold 
for $1.06. 

Mr. Poacr. I know that corn is down to a relatively cheap figure 
and grain sorghum is below the loan. 

So I don’t think we have succeeded in relieving this pressure at the 
top. I don’t think we will. I think whenever you have a market 
insulated, everybody who wants to buy, knows that and takes that 
into consideration when they make their offering price. I think the 
general belief is that the Government cannot effectively insulate— 
that is the general impression. 

Mr. Patmpy. I agree with you 100 percent. We cannot effective- 
ly insulate. They have a market bearing but at a particular time 
they are in strong hands. You put it very well. 

Mr. Poace. Would you explain one more thing for me? I don’t 
want to monopolize the committee, but could you give me an ex- 
planation as to how these protein feeds have gone to the price they 
have gone in the face of the domestic volume of feed grains on hand 
now ¢ 

Mr. Patsy. I can give you, Congressman, I think a fair explana- 
tion of it. First of all. feeding ratios corn-hog rates, dairy-corn ratio, 
poultry ratio, and so forth—those ratios are good. In other words, 
feeding livestock with the present cost of feed is favorable. This, 
in itself, always contributes to good livestock feeding. 
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What I mean by good livestock feeding is feeding what we call a 
balanced ratio or at least free use of protein supplements. So be- 
cause of favorable feeding ratios and because of the modest price or 
favorable price of so-called high carbohydrate feed grains, this hag 
contributed to favorable use of protein supplements, soybean or lin- 
seed or cotton seed oil meal. Eiienentededie, there is a very good 
market for it. 

Coupled along with this is a depressed oil market in the world to- 
day, depressed from what it has formerly been. 

go. as I understand the question, there is a market for the meal 
at a good figure as compared to former years. There is an unfavor- 
able market for the oil as compared to former years. 

So it becomes simply a mathematical example. If this portion 
of the bean or the cottonseed going into meal will take the charge 
and the oil will not and the raw material costs remain rather fixed 
a relatively high meal price necessarily follows. 

Mr. Coan. Isn’t it true that we have a surplus of carbohydrate 
feeds that is far in excess of the normal high-grade feeds? 

Mr. Patsy. We certainly do have that. iT epeian I don’t quite 
see where this has any particular bearing on the present problem other 
than the fact that carbohydrates are very attractively priced ag 
regan the end product which is meal. 

Mr. Coap. Do you have anything to do with the effective setting of 
the policy of price supports ? 

Mr. Patsy. I will answer that this way; the Board of Directors, 
Commodity Credit Corporation, establishes the level of price supports 
in the authority granted to them and they have leeway on some com- 
modities. 

Mr. Coan. I was reading in the “Soybean Digest” that the support 

rice on soybeans is going to be lower than the high protein feed. 
We know that the support price on corn is a set figure. If the carbo- 
hydrates are already in excessive supply, and if the lower price on 
soybeans is to discourage production, would it not be better to raise 
the price on beans to encourage the production? We have had a ter- 
rible condition in the surplus of corn. Why don’t we raise the price 
on beans to encourage their production ? 

Mr. Patmpy. I will answer the question in a vague way this way. 
First of all, let me point out that the Board does have the discretion 
in setting the level of price support on the oil crops and I would hope 
that they would be set this month. 

Going further into what could be done by adjusting the support 
rate up or down, yes, I am the first to admit that a high-level of sup- 
port would encourage the production of soybeans at the expense. of 
corn. I don’t know at what level it would do this. But I want to say 
this about the soybeans, that they are being crushed this year at a new 
record as compared to past years. In fact, soybeans are being crushed 
domestically at the tune of about 100 million bushels a quarter—a 
quarter being a three-month period. Whether it will carry on through 
the year, I don’t know. At least they are being crushed at that rate 
today. Crushing facilities, as I understand it, are running at the 
maximum, And it appears to us that at this time even taking into 
account the speed of ernshing and taking into account the 90 to 100 
million bushel-export program, we still will have a new high as 
regards the carryover on soybeans. 
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Mr. Coap. What about flax ? 

Mr. Patmsy. I would like to make this one more comment on 
cottonseed and on flax. Covering flax first, we are going to have a 
sizable take-over on flax come April 30. That is correct, so we will 
have an inventory of flax in the hands of the Commodity Credit Cor- 
poration. And I would think that as regards cotton production this 
coming year, that, certainly, it would indicate that there will be an 
increased production of cottonseed which again would increase the 
amount of cottonseed meal available in another year. 

I want you to get the whole picture because then, coming back to 
your comment, yes, certainly we do not have the inventory of oil 
crops; in fact this last summer, we took over, I believe, about 40 
million bushels of soy beans of which we still have about 10 million in 
our hands. So when you compare it to carbohydrates absolutely we 
have a ‘very, very small inventory. 

I can’t help but add this one thing. We like this; we don’t like 
inventories. But I would have to add that this meal situation at the 
present time does appear to be abnormal pricewise but, remember, it 
comes about because of the very favorable feeding ratio which means a 
very active demand for meal, and on the other hand, because of a 
rather depressed oil market around the world. 

Mr. Coap. You agree with me that if the support price on beans 
is lower, it will mean that there will be very small acreage of beans 
and it will go to corn because of the guaranteed support price on 
corn, 

Mr. Patmpy. Again, you have to be specific, I think. There is a 
point where, if the soy bean price-support level were dropped, that it 
would encourage corn production at the expense of soy bean produc- 
tion. I will grant you that because these two crops compete for 
acreage in the corn belt, as you know so well, corn and soy beans com- 
pete with one another. And so one being materially out of line with 
the other, certainly, will gain acreage at the expense of the other. We 
are aware of this. I don’t know at what point soy beans would have 
to drop and lose acreage. You get what I am thinking. I don’t know 
what point this would have to be. 

We have had many conversations on it. In fact, we had a confer- 
ence in the Department just yesterday with people from your State, 
national soy bean producers from your State and they were in the office 
and we talked this over. This gave us some general feeling of where 
soy bean acreage would be cut or where it would be expanded. This 
is what we have been trying to get. So we have been conferring with 
what we think are good authorities in the field. 

Mr. Coap. What day is the support price on beans to be announced ? 

Mr. Paumpy. It will be later this month. We traditionally have an- 
nounced it in February. That is the best I can give you. We are 
working on it presently. In other words, we are doing the paper work 
on it. 

Mr. Suorr. Has there been any disposition on the part of the in- 
dustry itself to seek an increase in the support level of the price of 
soy beans, in the interests of keeping this price support level at a level 
that would cause the soy beans to move. 

Mr. Patmpy. What is happening is that the soy beans have been a 
very interesting crop to work with, and we have liked it so far as the 
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Department is concerned because we think it has worked the way we 
like to see a commodity work in the price-support program in that 
our level of price support has contributed to a reasonable market at 
harvest time. It has certainly encouraged orderly marketing and on 
occasion we have taken over a small amount at the end of the loan pe- 
riod but, by the same token, have been able to get it back in the market 
without a loss to CCC, or at least a substantial loss. 

In answer to your question, in setting support rates, the Board has 
set the support rates at least as high or higher than many of the pro- 
ducers suggested and the reason they have suggested that it be lower 
is that the soy bean crop has been an expanding crop in this country 
and crushing facilities have kept pace with that expansion as well 
as the need for it has. 

I think this year demonstrates that. They have taken the attitude 
and we in the Department have taken the attitude that you just do 
not work a good horse to death. Here has been a good crop. It has 
almost been a savior for the Corn Belt. Without it I shudder to 
think what would have happened to them. It has taken an increased 
number of acres and the growers have taken the attitude as well as 
the Department, “Let us not kill a good horse. Let us not work it to 
death. Let us use it for al] it is worth. Let us not kill it.” This is 
the reason they have taken the attitude they have and we think they 
have been right. 

Mr. Suorr. Soybean crop increased its national program more than 
any other commodity. 

Mr. Patmpy. That isa true statement. 

Mr. Suorr. It seems to me that you would have to use great steps 
to help that situation. It seems to me that the other commodities 
were not in serious trouble before they were helped. Is this a matter 
of providing help too late? Is that true in connection with a situa- 
tion of this kind in connection with soybeans? 

Mr. Patmpy. I will answer it this way. We feel very strongly now 
and I think we are right, that if we had had an unrealistic support 
price on soybeans so that it would have in anyway discouraged crush- 
ing and in turn discouraged consumption, that we would be in dire 
straits much worse than we are in the Corn Belt. And we think it 
has been just about right what has happened. In other words, the 
shelves have just been barely cleaned each year—not quite some years— 
at takeover time and processing has gone on to the limit of crushing 
capacity. And at the same time the need has been there for the end 
product. So we think this has been a very healthy industry and a 
very healthy commodity. 

Mr. Coap. Are there any exports on oil ? 

Mr. Patmpy. Yes; the unofficial estimate of what might move from 
oil on title I this year is about a billon pounds. 

Mr. Coan. That is more or less than a year ago. 

Mr. Patmpy. That is more than a year ago. I can’t recall the 
figure a year ago. I don’t have it in my mind. 

Mr. Coap. What. percentage of the total supply of oil is the 1 
billion ? 

Mr. Patmpy. What total percentage of the total soybean crop? 

Mr. Coav. That is right. 
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Mr. Patmpy. Would you let me do some mathematical thinking 
here just a minute and I will supply it to you. I will supply that 
figure Ina minute. : ; 

Mr. .Poacr. While you are working that out, I wonder if you 
would care to make some comment about the use of the barter pro- 
gram. On Monday we had the Foreign Agricultural Office here 
and, of course, it is always interesting to know just where we are 
going. I understand that you are dealing with that in some fashion. 
What are we doing about that? I just wondered if you can give 
us an idea of when we can expect to get this barter program back 
substantially to the volume that existed prior to May 27, 1957, when 
it was practically abandoned by the Department. 

Mr. Patmpy. Congressman Poage, I will make a confession here. 
I have been spending quite a bit of my time on the barter program 
and I say that because it is a very difficult program to work with. 
And the reason it is is because if we have barter transactions, it is 
very difficult for me to live with myself and I know our people feel 
this way, and I know you would want it this way and certainly the 
President does who has the authority to select the materials that we 
take on barter transactions. And this problem is this: In os 
conscience we can’t accept a transaction if we have reason to believe 
it is replacing a sale that would be made for dollars. I know you 
have heard this before, and, perhaps, are distressed that I repeat it, 
but nevertheless, I think it is a fact of life. 

As to the progress presently, I think Mr. Rawlings did give you 
a progress report of what has been done on the revised barter pro- 
g fam. 

Mr. Poace. $53 million ? 

Mr. Pacmpy. I think that is the right figure. I have to point out 
that it has been done over a 2-month period. In other words, we 
went with our press release as I recall on November 14 of last year. 
We did not enter into anything under that program until the Ist of 
December. So this figure that he gave you represents about a 2- 
month period of operation. 

We have a backlog of offers in the Department today under this 
program and we are doing our level best to confine these transactions 
so far as possible to bilateral arrangements. The reason we are doing 
that is that this is the best protection that we have been able to come 
up with for our established markets and what would normally be sold 
to those countries for dollars if we did not take these materials from 
them. 

Further than that, it ties down the home origination of the material. 

As to an optimistic or pessimistic statement of how I feel where we 
are going from here, I don’t think I can give you an estimate as to the 
size of this program. The limitations on it are, one, certainly on the 
material which we are willing to accept. Understand that I do not 
know this end of the transaction because I am not an authority on ma- 
terials, but there certainly has to be some judgment or criteria used 
here as to materials which we wish to take in the stockpile. Then 
secondly, another very real limitation in my opinion is again whether 
this would be an additional sale, and this is difficult to do. 

Frankly, I think we impo are taking a very broad mind on 
some of these offers that are made to us and some we have already ac- 
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cepted under this revised program. We have turned some down, of M 
course, and we must continue to do this. I don’t know if that is gy | mad 
evasive answer. cro 
Mr. Poacr. You do not presently feel there is any legislation that M 
we need. _ M 
Mr. Patmesy. I do not think so. pect 


Mr. Poage. Do you have those figures for Mr. Coad ? M 
Mr. Borton. We have been estimating 390 million crushings up to M 
400. We have the figure of 390, and I notice that we used the figure M 
for the 1957 and 1958 crop of 10.7 pounds of oil to the bushel which | expé 
would bring you approximately 4,200, million pounds of oil from the | gen 


crushers. > med 
Mr. Poage. In other words, about one-fourth. caus 
Mr. Coan. About one-fourth. feed 


Mr. Poacr. We must pass on. I just wanted to ask one more ques- 
tion of you gentlemen. Have you any suggestion for any legislation | ing 
relating to feed grains which this committee should consider? Do you | resv 
have any ? | indi 
Mr. Patmsy. Congressman Poage, we do not have any suggestions 
for change in legislation. I will have to point out that you are pri- | som 
marily talking to working people in the Department and whether | bur 


later on the Secretary’s office or the policy people come up—— | the: 
Mr. Poace. We will be glad to have any suggestions that you wanted I 
to give us. att 
If you have any in mind, we will be glad to have them. If youdo | on: 
not, all right. a 
Mr. Patmpy. We do not have. } 
Mr. Poace. Thank you very much. you 


Mr. Jenninos. I believe in answer to a question a few moments ago | gre 
you stated the disappearance of feed grains was much greater than 


you had anticipated. I would like to ask a question on that. Firstof | | § 
all, how do you account for the fact that it is much greater? And | It 
secondly, do you expect that it might continue to be greater ? tin 
Mr. Patmpy. I am going to give you this personal view of this, | pe 
if you do not mind. We are talking of feed grains now. she 
Our country last year had an unprecedented growing and harvest- bat 


ing season on most all of the feed crops. Of course, the biggest one | Ye 
being corn so I shall devote most of my remarks to corn. As you 
look at where corn was produced last year, Congressman Jennings, _ th 
you can take the State of Virginia. They had a good corn crop. I 
say that because when we look at many of these Eastern and Southern 
States as corn States, by and large through the years, they have not ) 
contributed to the heavy end of the corn problem, but last. year they | 
did. Most any State that normally grows curn had a good crop last | 
ear. 
. When feeding ratios are particularly attractive, this contributes | th 
to heavy disappearance. The reason it does is that corn in many of 
these so-called minor producing States is fed whether it be a big crop | ne 
or a small erop, so the very fact that feed crops and particularly corn . 
were produced all over the United States in abundance last year, has | 
contributed to disappearance and, in my opinion, it is going to con- | qi 
tribute to a good disappearance through the remainder of this feeding | in 
year. ' 
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Mr. Jenntnos. Then do I gather from the statement you have 
made that the disappearance was from private stock and the current 
crop rather than from Government storage ¢ 
Mr. Patsy. Yes, sir. 

Mr. Jennincs. What is your answer to the last part. Do you ex- 
t it to continue ¢ 

Mr. Patmpy. Disappearance of free stocks? 

Mr. Jenninos. Free stock or Government stock, either one. 

Mr. Paumpy. We are talking free stock primarily because we do not 
expect any heavy disposal of our stocks particularly because they are 
generally in good shape. And in answer to your question in the im- 
mediate future; yes, sir. I am optimistic on this disappearance be- 
cause of the reasons already given, because of a farther favorable 
feeding ratio in the short run. 

Mr. Jenninos. I think you will admit when this unfavorable feed- 
ing ratio comes about, that you will have a deterioration of these 
results that you referred to. I think more of it is being feed. The 
indications are that we are going to grow more, too. 

Mr. Patsy. I don’t want to infer that we don’t have a burden- 
some surplus. I think we took that for granted. We have a very 
burdensome surplus, as the charts would indicate. The buildup is 
there and it will continue this next year. 

In answer to your query as to when the feeding ratios become less 
attractive than they are today, you have to keep in mind what brings 
on a less favorable feeding ratio is the buildup of livestock. 

Mr. Jenninos. We agree that is happening right now. 

Mr. Paumpy. The thing is twofold and I may be saying what in 
your opinion is exactly opposite, but it isn’t so. That certainly 
greater livestock numbers even though the feeding ratio is not there 
also contributes to heavy disappearance of feed. 

So I cannot agree that the disappearance won’t keep up. I think 
it will. The reasons I may give you may be different at different 
times. With the buildup of livestock you will have the heavy disap- 
pearance of feed. I have been answering some questions that you 
should be asking the livestock people. 

mr. Coav. How much soybean oil was exported under 480 last 
year 

Mr. Paumepy. I don’t think I can tell you. We have to furnish 
that. Can we do that? 

Mr. Poage. You will have to get that figure? You will furnish it? 

Mr. Patmpsy. We will send that to you. 

(The information to be furnished is as follows:) 

For the period October 1, 1957, through September 30, 1958, total exports 
803 million pounds. Exports under Public Law 480, 609 million pounds. 

Mr. Coap. Just phone it to me and then make it available for 
the record. 

Mr. Poace. We do appreciate your coming down here. We will 
next hear from the livestock people. 

Mr. Patmpy. Thank you. 

Mr. Poace. We appreciate your coming down. We are sorry we 
are late. There has been an interesting subject going on, directly 
involved with livestock and livestock people. I take it that you 
have some discussion for the subcommittee. 
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STATEMENT OF DAVID M. PETTUS, DIRECTOR, LIVESTOCK DIV. 
SION, AGRICULTURAL MARKETING SERVICE; ACCOMPANIED By 
NATHAN KOENIG, SPECIAL ASSISTANT TO THE ADMINISTRATOR, 
AGRICULTURAL MARKETING SERVICE, DEPARTMENT OF AGRI. 
CULTURE 


Mr. Perrus. I do not have a prepared statement. I would like to 
take up the work of the Livestock Division, branch by branch, and 
talk first about the Livestock Market News reporting service. 

I have a chart here illustrating the Market News reporting centers, 
markets, and areas which we cover. I will be glad to pass this around 
so each of you can look at it more closely. 

We have on this chart the different areas that we report livestock 
in, the different centers where we report wholesale meat sales, the 
places where we have central livestock market reporters and the places 
where we have range and feedlot sales reporters. Altogether we col- 
lect information on receipts and dispositions at about 60 public 
markets. 

We also report the wool market at Boston, which is the principal 
wool market in the country. In addition we collect information con- 
cerning country wool sales and report them through our various 
field offices. 

In addition to this, we public a weekly report summarizing activities 
at the various markets. You might be interesting in seeing a copy 
of this publication. I will pass these around. Most of the dissemina- 
tion of this information is through radio, newspaper, and TV reports 
throughout the country. 

That is a very brief summary of our market-news operations. 

If you have any questions, I shall be glad to discuss our market- 
news work further. However, since we got started a little late, and 
unless you have other questions, I will go on to our meat-grading 
operation. 

Mr. Poace. I think you might do that. 

Mr. Perrvs. All right. The meat-grading operation is not con- 
ducted with Federal funds but with money which is paid by the pack- 
ing industry in fees for the service rendered. 

Meat-grading operations are conducted in almost 1,200 establish- 
ments. We have a total of 456 graders and supervisory staff. 

We conduct grading according to Federal standards and acceptance 
work for loca] and State government agencies, and others on the basis 
of specifications. 

Recently, we have received a request from the Armed Forces to be 
ready to take over after February 15, all grading of meats which they 
have been doing in some parts of the country. 

Mr. Jenninos. Is that in the Defense Department ? 

Mr. Perrvs. That is correct. 

Mr. JenniNGS. When are you taking over? 

Mr. Petrus. Beginning February 16. 

Mr. Jennincs. Has that been by the Defense Department before? 

Mr. Perrvus. This is just the grading phase. They do other super- 
vision such as inspection on their trimming and boning operations. 
But the grading will be done on contracts beginning on the16th: 

Mr. Jennrnos. Who is in charge of that? 
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Mr. Petrus. Mr. Fred J. Beard. 

Mr. Jenninos. He will have charge of that program ? 

Mr. Perrvus. This will be conducted right along with out other 
grading operations. We have done this in certain markets for some 
time now. But this is turning the complete operation over to the 
USDA Meat Grading Service. The Army has been doing it in cer- 
tain areas. 

Mr. Jenninos. Let me say here and now that I hope you will find 
no discrimination as to grass-fed cattle. As you well know, it has 
been the contention among the grass-fed people that—I do not know 
whether it is well founded, but it is a fact that this has happened, 
there has been discrimination against grass-fed cattle. And this par- 
ticular phase should be watched. I would like to stress that. 

Mr. Perrus. We are aware of that contention. We are planning to 
attend a meeting down in your part of the country very shortly at 
which time we will discuss this problem. 

Mr. Poace. Proceed. 

Mr. Petrus. That briefly is our meat-grading operation. 

I would like to go from this to discuss a little about our standardiza- 
tion program. We have the responsibility of developing standards 
for livestock, meat, and wool. These are the standards on which Fed- 
eral meat grading is done, and also, on which our market-news report- 
ing is based. 

In the area of cattle we have been attempting to develop with the in- 
dustry, a standard which will identify the cutout value of beef car- 
casses of a given grade. I would like to pass this chart around to illus- 
trate what we are attempting to do. 

You will notice the large amount of red meat in this particular cut 
as compared to the other cut. They both have the same eating quality 
so far as red meat is concerned, but the one has a far smaller amount 
of red meat. 

At the present time our standards are based primarily on the eating 
quality. However, they also take into consideration conformation 
which may not point up very sharply the total amount or the net 
amount of red meat that the consumer can eat. We are attempting to 
determine and establish the characteristics in carcasses, which have a 
high percentage of red meat compared with those which have a large 
amount of fat. 

Mr. Jenntnos. Are you talking about the red-meat quality ? 

Mr. Perrus. Not entirely. 

Mr. Jenntnas. Based on the eating quality rather than the quan- 
tity of red meat ? 

Mr. Petrus. For example, within the Choice grade we are attempt- 
ing to develop a means to identify those carcasses which have a very 
high yield of meat and those which have a very low yield of meat. In 
this way we hope to develop a tool which can be used to reflect back 
to the producer of a meat-type steer, if I may characterize it that way, 
so that he may be paid for that kind of an animal if he produces it. 

The same would apply in each grade. I merely selected the Choice 
grade as an example. I believe those are pictures of Prime grade 
ribs that we have selected. 

At the same time in the field of hogs and pork, we are attempting to 
develop Federal standards for cuts of pork. At the present time we 
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have standards for hog carcasses but we do not have standards for 
individual pork cuts. 

We are in the process of developing proposed Federal grace stand- 
ards for cuts of pork and hope to present them to the industry in the 
next few months. These standards will enable the industry to identify 
the meat-type hog or the leaner type pork cuts—the more desirable 
kind—all the way through to the retailer. 

Mr. Jennrnes. What recommendation are you going to bring for- 
ward that will encourage the farmer, the producer to produce that 
type of hog? As we have it today, the man who raises a hog of 200 
pounds and puts it on the market first is the man who is rewarded 
rather than the man that raises the lean-type hogs. 

Mr. Perrvs. In this standardization program we are attempting to 
develop a tool which will let this leaner, more desirable type hog to 
be identified all the way through to the consumer. And with such 
an identification we hope that the consumer will be willing to pa 
a higher price for that kind of pork and that the higher price will 
be reflected back to the producer of higher quality hogs. 

Mr. Jennines. The consumer has always been willing to pay for 
for that, but the fact is that the producer does not get the addition 
because they render the lard and buy the lard at a price differential 
sufficient to reward the producer for producing the lard-type hog 
rather than the lean-type hog. 

Mr. Perrus. The consumer has never had a Federal standard to aid 
him in differentiating qualities of pork. By and large, pork loins sell 
at, one price regardless of whether they come from a meat-type hog 
or one that is a lard-type. 

Mr. Jenninos. I just want to compliment you on this phase, because 
if there is anything we need in the hog industry, it is the fact that we 
need to point up the need for a leaner type, a meat-type hog rather 
than a lard-type hog. The awards in the past have been to the lard- 
type rather than to the meat-type. I want to compliment you, and 
hope you will forward that particular phase. 

Mr. Perrvus. We are working on this as a tool to be used. We have 
no plan to force payment of one kind or another. It is to be used by 
industry, if it works, and we hope it will accomplish the objective 
that you have in mind. That is specifically what we are aiming 
toward. 

We also have standardization work in wool. We are currently 
carryng on demonstrational work to assist in identifying the product 
by characteristics so-that people can buy it on the basis of standards. 

We have been carrying on a program this current year with the 
National Wool Marketing Corp., and have been working in their 
warehouses throughout the country. 

We have other standardization work on cattle, and on lamb and 
veal, but I have nothing that points up this work quite as prominently 
as that which has been pointed up for you. 

Mr. Quire. In this standardization of wool, do you use the same 
standards as to the type of wools that sell here, as to domestic 
wools, as compared with standards of foreign wools in determining 

whether it is the same or lesser quality. 

Mr..Perrvus. Foreign wools have a far more detailed breakdown of 
standards and grades than we have in this country. The standards 
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that we provide in any case are not mandatory. If industry wishes to 
use them, they may. 

Foreign wools could be generally classified on the same basis as 
ours ar ws do report wools sold in foreign markets on the basis of 
our standards. By and large, the industry uses this in general con- 
yersation, but when they go to buy they usually inspect the product 
personally and make up their own minds rather than buy on the basis 
of a representation of the quality. 

Mr. Quiz. When they do purchase wool from the actual producer, 
do they do it on the basis of the quality of the wool? 

Mr. Pertrus. They do it in accordance with their own determination 
of quality. 

Mr. Quiz. Under the standards set up by the mill ? 

Mr. Perrvus. They may. 

Mr. Quiz. How about the textile mills? 

Mr. Perrus. They have their own buyers and they send them out 
and they inspect the wool, generally, and buy it on the basis of their 
own inspection in this country. While our standards are used for 
market-news reporting, they have not as yet become a real tool in 
merchandising, so that you can describe wool with standards and sell 
it on the basis of that description. 

Mr. Poace. You said Australia has more detailed standards—what 
we think of as higher standards in Australia. But they buy all wool 
by personal inspection. The buyer goes through the warehouse for 
days in advance of the auction, looks at the wool, makes his own notes 
of what he thinks it is worth. Then when that wool is auctioned off, 
that particular lot is auctioned by number, and he bids on that if 
he wants it. No matter what the claneification of that wool may have 
been, he goes after it based on his own judgment. 

The warehouses are tremendously large things. There are many 
warehouses. The buyer goes through the warehouses, looks at the 
lots of wool by number, Then on the appointed day they go to the 
auction in another part of the town; the wool is put up for sale and 
if he is interested in it he has the number and he bids on it. If he is 
not interested, he does not bid on it. He never bids by reason of certain 
classification put on it by somebody else without having looked at it 
himself. 

That is what warehouses do. They provide places in Australia 
which display the wool for some time before the auction so the 
prospective buyers may personally examine it. 

Mr. Perrvus. If there are no more questions on that I will go to our 
packers and stockyards operation. i have a map here which shows 
the field offices and some of our programs by areas which I will pass 
around and talk about a little, 

As you know, last year Congress amended the Packers and Stock- 
yards Act to give the Department jurisdiction over interstate com- 
merce transactions at small markets which were not previously in- 
cluded and over country transactions which were not previously in- 
cluded. As a result of this amendment, the industry has encouraged 
and offered its help to the Department in getting the posting com- 
pleted in a rather economical fashion. So, by States and by areas 
we are undertaking a posting program to post all of the eligible mar- 
kets in certain areas by having the people come in and meet with us. 
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They have volunteered to meet with us and to submit information re. 
garding their markets so that we do not have to go out and individ. 
ually inspect each operation and review their records before we 
actually post the market. 

This is a departure from our past policy. We have in the past 
posted only those markets that we were able to supervise. We are 
departing from that procedure because we are hoping that we will 
be able to post a substantial number of these markets with current 
funds, and i.e., appropriations are provided by Congress, we will be 
able to supervise the operations of these newly fosthe markets begin- 
ning next July. 

There are certain areas in the country that we are not posting at 
the present time because our personnel there are engaged in packer 
investigations and because in some instances we have not. had this 
offer of assistance from the industry to the same extent in getting 
the job done. 

We hope under this program we will be able to post somethin 
around 500 markets, nearly doubling the number that were postal 
at the beginning of this fiscal year. Phat will give us, roughly, half 
of all of the total markets eligible for posting in the country. 

Our packer investigations are continuing. We are looking into 
several particular phases of the industry. Our stockyard inves- 
tigations are also continuing. At the present time we have a major 
rate case, the St. Paul rate case, that is being heard to determine the 
rates which should be charged for stockyard services at the St. Paul 
stockyards. 

Mr. SHorr. You said something about a determination to be made 
as to the people in these markets, by asking them to come in. Yon 
mean they come into your field office. 

Mr. Perrus. Into meeting points that they designate in the field 
where we send one of our representatives to explain and discuss the 
act with them and provide them with forms which they can fill out 
regarding their operations to determine whether or not they are en- 
gaged in interstate commerce. And on the basis of this we take action 
to post the yard. 

Mr. Suorr. We have several markets there that they are interested 
in having posted. And in some instances they are not. I haven't 
heard anything about this recently. 

Mr. Petrus. This year in the area of North and South Dakota we 
are planning a complete posting program and we are getting coop- 
eration. 

Mr. Suort. This is in North Dakota? 

Mr. Perrus. South Dakota had been completely posted. We are 
expecting to get both North and South Dakota completely posted un- 
der the new amendment, that is, the small markets in South Dakota 
and al] markets in North Dakota this year. I am not sure that we 
are going to complete it by July 1. But we think we will be on our 
way. 

Mr. Suort. Do I understand that these small markets will not be 
necessary to be posted even though they would fall in the category of 
interstate commerce ? 

Mr. Perrvs. If they are in interstate commerce, they will be posted. 

Mr. Suort. It does not depend upon size? 

Mr. Perrvs. Size was eliminated with the amendment last year. 
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Again this is very brief, Mr. Chairman. I will be glad to go into 
it further and to answer more questions if you wish. 

Mr. Poace. We appreciate what you have said. 

Mr. Perrvs. I have only one other operation that I would like to 
comment on. We have responsibility for carrying out the provisions 
of section 32, Public Law 320, as amended, with respect to livestock 
products. And somewhat connected with this, although it is not a 
section 32 operation, is the Department’s recent purchases of frozen 

ound pork for school lunch distribution. We purchased up to this 
week about 12 million pounds and another substantial purchase is 
in the making this week. I am not sure of the amount, but it will 
probably raise the total to something like 20 million pounds. 

Mr. Jenntnos. How is that being purchased ? 

Mr. Perrvs. It is being purchased on the basis of competitive bids, 
that is, to packers who submit lowest bids for meeting the specifica- 
tions and delivering the products, 

Mr. Jenntnos. Is distribution being made? 

Mr. Perrvs. Distribution has not been made. Deliveries are just 
now coming due. Distribution will be started in the next month. 
Some of these deliveries run until, I believe, about the middle of March. 

Mr. JenniNGs.. What do you have under section 32 in this ? 

Mr. Perrvus. This really isn’t under section 32 as such. It is the 
money which was made available for school lunch operations from 
section 32 funds. It is the $35 million that was transferred from 
section 32 to the National School Lunch Act. We have no surplus 
removal programs at the moment under section 32. We do stand 
ready, however, with programs planned if the commodities happen 
to get into distress. 

Mr. Jenntnos. Are you buying poultry ? 

Mr. Petrus. No, sir. 

Mr. Coap. You say that you have programs on a standby basis 
ready to go into effect on this program that you have provided, say, 
that we had to go into a hog market, for instance. Would you go 
in there on a bid basis? 

Mr. Petrus. Yes, sir. That is what the program we have planned 
on the standby basis would do. I am not saying this would be the 
only way you could approach it or that a change in decision might 
not provide some new plan, but this is the way we have done in the 
past. 

Mr. Coan. Is this the same plan you had in 1955? 

Mr. Petrus. Yes; basically. 

Mr. Coap. In other words, there is no protection for the producer 
on the commodity ? 

Mr. Perrus. No, sir. There is no guaranteed price for the producer 
on this kind of a program. 

Mr. Coan. In other words, you are not saying to the processor that 
he has to pay a certain price per hundredweight for this livestock, 
cattle, or hogs ? 

Mr. Perrus. You are correct. 

Mr. Coap. And you may pay less than that by bidding down the 
price. 

Mr. Perrus. I will not conclude that it is bidding down the price. 

Mr. Coap. You are not. 
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Mr. Pertus. Not ofa specific price. No, sir. 

Mr. Coap. Then so far as this is concerned can prove to be only q 
benefit to the processor and the bid middleman who handles the meats 
and never actually results in any price rise to the producer. 

Mr. Perrus. I do not so conclude, sir. It works in this fashion; 
We take from the marketing channels a substantial quantity of the 
product and if there is competition and, I believe there is competition 


for the product, that naturally increases the demand and results ing | 


higher price for the raw material. 

Mr. SHort. Will you yield? 

Mr. Coap. I yield. 

Mr. Suorr. There is an important factor that comes into the pic. 
ture there. These contracts which you have now. Are those based on 
the market or as they were a couple of years ago, 3 or 4 years ago, that 
the delivery date allowed the packer to wait until the market got down 
further after he entered into the contract ? 

Mr. Perrus. These current contracts are let for approximately 2, 
3, and 4 weeks ahead, and we so specified in our requirements that 
products must be purchased after our contract is let. That is, we re- 
quire fresh pork cuts to go into the finished product so that vendors 
have to buy out of the market in front of them. 

Mr. Suorr. It would be the price at the time. 

Mr. Perrus. What the market is or will be in the next 2, 3, or 4 
weeks. 

Mr. Snort. Two, three, or four weeks. 

Mr. Perrvs. That is right. 

Mr. Poace. Weare very much obliged to you. 

I think we will ask you next week to come forward again. 

(Whereupon, at 12:15 p. m., the subcommittee adjourned. ) 
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FARM PROPOSALS OF THE ADMINISTRATION 
(Secretary of Agriculture, Ezra Taft Benson) 


TUESDAY, FEBRUARY 10, 1959 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The committee met, pursuant to notice, at 10 a.m., in room 1810, 
New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The CuatrMan. The committee will please be in order. 1 

We are honored to have with us this morning the distinguished 
Secretary of Agriculture. This is the first opportunity that this com- 
mittee has had to officially declare, “Happy New Year” to you. 

Secretary Benson. Thank you, sir. 

The CHarrman. We are glad to have you with us and I request 
members of the committee not to interrupt you until you have pre- 
sented your prepared statement. After that we will subject you to 
some questions. 


STATEMENT OF HON. EZRA TAFT BENSON, SECRETARY; ACCOM- 
PANIED BY TRUE D. MORSE, UNDER SECRETARY; MARVIN L. 
McLAIN, ASSISTANT SECRETARY ; CLARENCE L. MILLER, ASSIST- 
ANT SECRETARY; MARTIN SORKIN, ASSISTANT TO THE SECRE- 
TARY; ROBERT L. FARRINGTON, GENERAL COUNSEL; RALPH S. 
ROBERTS, ADMINISTRATIVE ASSISTANT SECRETARY ; KENNETH 
L. SCOTT, DIRECTOR, AGRICULTURAL CREDIT SERVICES; 
NATHAN KOENIG, SPECIAL ASSISTANT TO THE ADMINISTRA- 
TOR, AGRICULTURAL MARKETING SERVICE; RICHARD H. 
ROBERTS, DEPUTY ASSISTANT ADMINISTRATOR, EXPORT Fié- 
GRAMS, FOREIGN AGRICULTURAL SERVICE; B. R. STAUBER, 
AGRICULTURAL MARKETING SERVICE; C. KYLE RANDALL, AGRI- 
CULTURAL MARKETING SERVICE; THOMAS HAMILTON, DIREC- 
TOR, SOIL BANK DIVISION, COMMODITY STABILIZATION SERVICE; 
AND R. P. BEACH, ASSISTANT DEPUTY ADMINISTRATOR, COM- 
MODITY STABILIZATION SERVICE, DEPARTMENT OF AGRICUL- 
TURE 


Secretary Benson. Thank you very much. I appreciate that ar- 
rangement. 

Mr. Chairman and members of the committee, I appreciate this 
opportunity to discuss recent developments in our agriculture and 
some of the problem areas and also methods of dealing with them. 
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I, AREAS OF PROGRESS 


Our Nation’s farm productivity is surging forward with great vigor 
in an irreversible and continuous technological revolution. This was 
never more evident than during 1958. ue in part to favorable 
weather, crop production climbed to a new peak—11 percent higher 
than the previous record. This huge production was achieved with 
the smallest planted acreage in 40 years. 

Although serious problems still confront us, the year 1958 was also 
one of substantial financial improvement for the majority of the Na- 
tion’s farm families. Farmers’ gross and per capita incomes were 
at the highest levels in history. Farm prices have been at their best 
levels in 5 years. Realized net farm income was up over $2 billion, or 
20 percent above 1957. Farmers’ net equities (after deducting all 
debts) are also the highest in history—up $134 billion since 1940. The 
standard of living on farms is the highest on record. 

Solid progress has been made in many other areas, including the 
following : 

(a) Farm ownership is record high. 

(6) Farm foreclosures are extremely rare—near the alltime record 
low. 

(c) Farms are better equipped and are more mechanized than ever 
before. 

(d) A record high proportion of farms have electricity and tele- 
phones. 

(e) Exports of farm products were record high for the year ending 
June 30, 1957—$4.7 billion. Exports continued far above the average 
for fiscal 1958—$4 billion—the second highest of record. 

(f) We have greatly expanded our market development activities 
at home and abroad. 

(g) Agricultural research and education is moving forward at ac- 
celerating rates. Federal expenditures in these areas have about 
doubled in the past 5 years. States have kept pace and greatly ex- 
panded research and extension. 

(h) Forestry developments and soil and water conservation are 
moving ahead at new alltime highs. 

These are encouraging developments. 





II, THE COST-PRICE SQUEEZE AND INFLATION 


On the other hand, the inflationary tendency in our economy is one 
of the most serious domestic problems facing the American farmer 
and the American people today. The problems and long-term impli- 
cations resulting from the threat of inflation are of utmost concern 
to this administration. 

Rising costs, especially in the immediate postwar years, have had 
adverse effects on our Nation's farmers. The cost-price squeeze in 
agriculture is the aftermath of excessive Federal expenditures, soft 
wage settlements, undue price rises, and related factors. 

Between 1939 and 1952 the index of prices paid by farmers including 
interest and taxes more than doubled—from 123 to 287, The January 


1959 level was 298—up only 4 percent. This has created problems for 


our farmers that they are pormepices tocontrol. It has affected and will 
continue to affect adversely net farm income. 
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Higher taxes and other factors have also added to the farmers 
burdens. Like all other citizens the real value of his bonds, life insur- 
ance, retirement programs, and other dollar savings has been eroding 
away. 

I we been concerned for some time about the general lack of under- 
standing of the basic factors underlying inflation. It is incumbent 
upon all of us in Government to develop public interest in the need 
for reasonable price stability. ; 

High prices and rising costs are pricing industrial products and 
labor out of markets. Some agricultural products have also lost 
markets by unrealistic prices—Government imposed. 

Control of inflation involves the cooperation not only of Federal, 
State, and local governments but also of private firms, organizations, 
and individuals. Government can exercise restraint through its con- 
trol of expenditures and credit. A balanced budget as proposed by the 
President for fiscal 1960, when enacted, will be a powerful factor in the 
fight against inflation. 

In the consideration of agricultural legislation it would appear 
essential that consideration be given to the budgetary impacts as well 
as the long-term interest of our agricultural producers. 


Ill. PRICE SUPPORT PROGRAMS 


There are other less pleasant aspects which we must face up to if 
we are to continue to be of real help to our farm families. One of 
these is the fact that the present price support and acreage allotment 
programs, based on the results of over 20 years of experience, have 
obviously failed. This is not for lack of trying. It is not for lack 
of very great expenditures of Federal funds. 

Realistic price supports can be a valuable tool in helping to facilitate 
orderly marketing. They should not be used to destroy markets 
and fill warehouses. 

The law has required that the prices of 12 farm commodities out 
of the some 250 produced in the United States be supported at not 
less than certain minimum levels. This mandatory requirement, ac- 
companied by complex but ineffective acreage controls and marketing 

uotas on the legislatively designated basic crops, has been the basic 
actor in our farm surplus problems. In general, producers of cattle, 
hogs, poultry, fruits, vegetables, and various other products which 
are not price supported or controlled have experienced growing mar- 
kets. They have not experienced a buildup of stocks in warehouses, 
expensive to the Government to store and expensive to producers in 
the downward pressure on markets. 

As of July 1, 1958, only three of these mandatory support commodi- 
ties—corn, cotton, and wheat—comprised 85 percent of the Govern- 
ment inventory of price support commodities. These same three 
commodities produce only 20 percent of the total cash farm income. 

On July 1, 1959, it is estimated that the total CCC investment in 
commodities in inventory and under loan will approximate $9.1 
billion. The investment in commodities for which price support is 
mandatory will total $7.6 billion. Nearly all of this—$7.5 billion of 
the $7.6 billion—will consist of those crops designated by law as basic: 
corn, cotton, wheat, rice, peanuts, and tobacco. It is now anticipated 
that, with average weather conditions, the total Government invest- 
ment will be in excess of $10 billion as of July 1, 1960. 
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Expenditures of the CCC for storage, transportation, and interest 
on these surplus holdings are estimated at over $1 billion for the next 
fiscal year. Very little of these expenditures go to farmers. This 
tremendous annual cost will likely rise still further unless some 
fundamental changes are made. 

Heavy costs would be justified on a temporary basis if they led to 
the solution of the surplus problem. But they have not. Price 
supports at the unrealistic levels now required by law continue to 
renerate surpluses in a few commodities. These must be stored and 

isposed of at a heavy loss. Every bushel of wheat and every bale of 
cotton which is exported must be subsidized. 

It is often claimed that the heavy expenses of these programs are 
justifiable since they are of special help to small producers. This is 
not true. 

Let us examine the facts for some of the legislatively designated 
basic commodities: 

Wheat: Of the 1.4 million wheatgrowers 60 percent, or 823,000, 
have allotments of 15 acres or less. They produce about 13 percent of 
the crop. The 10 percent with allotments of 100 acres or more pro- 
duce 55 percent of the crop. Obviously, the major portion of the 
Government expenditures for wheat relate to the production of the 
largest farms. 

Cotton: Of the 948,000 cottongrowers, 692,000, or 73 percent, have 
had allotments of 15 acres or less. They have had about 25 percent 
of the acreage allotment. The remaining 27 percent, or 236,000, farms 
have had 75 percent of the allotment. The major portion of the 
Government expenditures for cotton relate to the production of the 
largest farms. 

Rice: Of the 16,700 farmers with acreage allotments, the 4,600, or 
about 25 percent, with allotments of 100 acres or more, have about 
75 percent of the allotment. The major portion of the Government 
expenditures for rice relate to the production of the largest farms. 

Corn: Of the 1,784,000 farms with allotments in 1957, or 1,286,000, 
or 72 percent, had allotments of 25 acres or less. They had about 35 
percent of the allotment. The remaining 28 percent had about 65 
percent of the allotment. The major portion of the Government 
expenditures for corn relate to the production of the largest farms. 

This is also true for the other supported crops. 

This program can do little to help the farmer in greatest difficulty— 
the small low-income producer. The rural development program ap- 
proach provides a much better alternative. 


IV. RURAL DEVELOPMENT PROGRAM 


Encouraging is the progress being made through the rural develop- 
ment program. 

As I pointed out in 1954, special commodity programs required by 
law do not provide the basis of solving the problems of those farmers 
and farm families that are most in need of help. Problems are not 
the same for all of our farmers. 

Some 2.6 million of our farms, or more than one-half—56 percent of 
all farms—produce only 9 percent of all the farm products marketed. 
Problems on these farms are distinctly different from those on the 
approximately 2 million—44 percent of all farms—which market more 
than 90 percent of all farm products. 
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There are large number of low-income farms which are too small 
or where soils are too poor to produce an adequate income for the 
farm families that depend upon them for a living. 

We are attaching this problem in part through a well conceived and 
functioning rural development program approach. The Tp or 
demonstration program is causing spreading activity, especially in the 
30 States with the most acute low-income areas and in Puerto Rico. 
It should be noted that this is the first national program designed to 
meet the specific problems of low income farm families. 

The rural development program has resulted in more apportunities 
for rural people through increasing farm production; expanded and 
more efficient farm marketing ; off-farm employment and income from 
a wide variety of sources including jobs in newly established or 
enlarged rural industries; along with other developments such as 
expanded vocational guidance and training. It is a voluntary locally 
operated program to help small low-income producers make adjust- 
ments which they need to make in their own best interests. 

Many Members of Congress have indicated great interest in this 
—- The Joint Economic Committee oF Gengueds and the 

amily Farm Subcommittee of the House, after study, recommended 
solutions to the low-income problems of farm families such as those 
incorporated in the rural development program. For example: 


* * * develop local nonfarm resources and otherwise to assist farm-reared 
people who have poor opportunities in agriculture to earn income in other ways. 


Also: 


Development of local nonfarm resources, vocational training, and improved 
employment information and assistance are among the means suggested for 
widening the employment opportunities for farm-reared people. 

The continued expansion of the program to new areas of need, and 
its growing impact on private and Government activities in rural 
areas throughout the Nation merits the interest of all thoughtful 
citizens. 

V. A PROGRESS PROGRAM FOR AGRICULTURE 


If we are to help farmers meet their problems realistically we must 
consider the dynamics of today’s agriculture—the accelerating sweep 
of technological change which resulted in record production levels 
last year. Farm production per man-hour has more than doubled 
in the last 15 years. 

We must see that our farm families are helped rather than hurt 
by the inevitable changes of great magnitude now taking place on 
every farm and ranch in the United States, 

The scientific revolution in agriculture is irreversible, cumulative, 
and continuous. In recognition of this basic fact, we must: 

Utilize more completely the abundance our farm people are now 
able to produce; 

Find ways of further expanding outlets for the increased produc- 
tion; 

Provide realistic price supports and other stabilization programs 
for our farm people; and 

Preserve and strengthen our free institutions. 

President Eisenhower in his agriculture message of January 29, 
1959, has provided the outline of a program for progress in agricul- 
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ture. To this was attached a memorandum from the Secretary of 
Agriculture supplying suggested approaches to needed farm legis- 
lation. I shall review the major parts of this farm program and 
discuss them in detail in an effort to assist this committee in its task 
of providing the new legislation that is urgently needed. 


A. RELATING PRICE SUPPORTS TO A PERCENTAGE OF MARKET PRICES DURING THE 
IMMEDIATE PRECEDING YEARS 


Present levels of price support for the mandatory price-support 
commodities are becoming increasingly unrealistic and are for many 
producers incentive prices. ; 

In his message of January 29, the President said : 

I recommend that prices for those commodities subject to mandatory supports 
be related to a percentage of the average market price during the immediately 
preceding years. The appropriate percentage of the average market price 
should be discretionary with the Secretary of Agriculture at a level not less 
than 75 and not more than 90 percent of such average in accordance with the 
general guidelines set forth in the law. Growers of corn, our most valuable 
erop, have already chosen, by referendum vote, program changes which include 
supports based on such an average of market prices. 

If, despite the onrush of science in agriculture, resulting in dramatic in- 
creases in yields per acre, the Congress still prefers to relate price supports to 
existing standards, the Secretary should be given discretion to establish the 
level in accordance with the guidelines now fixed by law for all commodities ex- 
cept those for which supports presently are mandatory. 

Either of these changes would be constructive. The effect of either would 
be to reconcile the farm program with the facts of modern agriculture, to re- 
duce the incentive for unrealistic production, to move in the direction of easing 
production controls, to permit the growth of commercial markets and to cut 
the cost of Federal programs. 


Last year there was passed by the Congress the Agricultural Act 
of 1958, affecting primarily cotton, rice, and corn. In view of this 
recent action, the Congress may feel it desirable to give that legisla- 
tion a reasonable trial period. 

B. WHEAT 


Wheat production in 1958 is estimated at almost 1.5 billion bush- 
els—54 percent above 1957—30 percent above the recent 10-year 
average—easily the biggest wheat crop in our history. 

The accelerating buildup of stocks of wheat is now expected to 
reach the alltime Figh of 1.3 billion bushels as of July 1, 1959. B 
July 1, 1960, it is expected to be up another 200 million bushels wit 
a total Federal investment of $3.5 billion. Compare this with the 
very stable use of wheat for food at a little less than 500 million 
bushels with per capita use going down. 

Here’s what that means: If we didn’t grow 1 bushel of wheat in 
1959, we could still meet all our current domestic needs—and all our 
probable export needs—and still have a carryover on July 1, 1960, 
of 325 million bushels. 

Between 1955 and 1958, through vigorous sales and export pro- 
grams, we were able to whittle down the burdensome wheat carry- 
over by 155 million bushels. This year the carryover is expected to 
rise by about 450 million bushels—more than wiping out all the gains 
we have made at heavy cost. 

What happened? Why did this sudden reversal occur after the 
years in which the wheat surplus had been gradually whittled down? 
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One big reason was a fantastic increase in per acre yields:in = 
due to exceptionally good weather. In 1958 the yield was 27 bushels 
per acre—up about one-fourth, and the highest of record. 

The second big reason was overplanting. In 1957 farmers planted 
about 50 million acres of wheat and harvested less than 44 million. 
In 1958 they planted 56 million acres of wheat and harvested nearly 
54 million. 

Harvested wheat acres in 1958, in other words, were 10 million 
acres—or 23 percent—larger than in 1957. 

What happened to the soil bank? Farmers put nearly 13 million 
acres of wisetfand into the 1957 acreage reserve. Then the rains 
came and the drought was broken. In 1958 only about 5.3 million 
acres of wheat acreage allotment land were in the acreage reserve. 
And while some farmers were holding 5 million acres out of produc- 
tion, other farmers were overplanting their allotments by more than 
6 million acres. There’s a lesson in this. 

Obviously neither acreage allotments, as now provided, nor the 
incentives of the acreage reserve are adequate to control wheat pro- 
duction. We are facing a crisis in wheat. There’s no denying it. 
There’s no escaping it. We have tried for too long to solve our wheat 
problem with outmoded programs. Let’s review a little history. 

The Agricultural Adjustment Act of 1938—over 20 years ago—set 
a minimum national acreage allotraent for wheat of 55 million acres. 
That minimum remains in effect to this day. : 

Twenty years ago such a minimum allotment did not seem unreason- 
able since average yields of wheat under normal weather conditions 
were less than 13 bushels per planted acre. 

But see what has happened to yields since 1938. In the 1940’s 
yields increased to eecal 16 bushels per planted acre—and in the 
1950’s to an average of nearly 18 bushels, Then, another factor was 
added. Compliance with the allotments and quotas was revised to. 
a harvested rather than planted basis. 

And look what has happened to yields on this basis: In 1956, 20.2 
bushels per acre; in 1957, 21.7 bushels per acre; in 1958, 27.3 bushels 
per acre. 

Of course, we do not expect a national average of over 27 bushels 
per acre to occur very often. However, yields are definitely trend- 
ing upward, This means that a normal wheat crop on the minimum 
allotment would produce about 1.2 billion bushels—or about 200. 
million bushels more than our indicated requirements for domestic 
and export use at current support levels. 

In other words, average yields on the present minimum allot- 
ment, under present market conditions aan build our carryover 
higher year after year. 

ut this is not all. In 1941 Congress provided that wheat farmers 
producing 15 acres or less would be exempted from marketing quotas. 

The number of these 15-acre-or-less wheat farms is rapidly expand- 
ing—as is the Wheat Belt. 

n 1958 these farms planted more than double their allotments. It 
is now estaimated that about 600 million bushels of the 1.5 billion 
bushel carryover on July 1, 1960, will result from this provision. 

These provisions of the law have been cutting back acreage in the 
efficient wheat areas and promoting wheat production in the inefficient 
areas. It doesn’t make sense. 
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Moreover, under the law, penalties for exceeding wheat allotments 
are based on normal yields, rather than actual yields. In Kansas, for 
example, the normal yield as established by formula for marketing 
ore purposes for the average farm is about 15 bushels per acre. 

ut actual yields averaged 27 bushels in 1958. So a farmer who 
exceeded his quota paid a penalty on only 15 bushels per acre. 

What is Congresstodo? Twoalternatives are proposed : 


1. Relaxation of controls 


The preferable approach would be to give wheatgrowers a pro- 
gram that would permit them freedom to produce and compete for 
markets. 

Congress can put such a program into effect by changing the law 
along the following lines: 

(a) Base price supports for wheat on a percentage of average 
market prices of the immediately preceding years or, 1f the existing 
standard is retained, give the Secretary the same discretion as he has 
for most other commodities. 

(6) Eliminate all acreage allotments and marketing quotas for 
wheat as soon as price supports are adjusted to feed-use relationships. 

(c) Adjust the conservation reserve program to aid temporarily 
in the transition. 

Certain advantageous consequences would result from this approach. 
Better land use would come about, with high-hazard land going into 

asture and hay. Other conservation measures would be adopted 

y farmers. Farmers could more effectively manage their farms and 
— rotations. There would be an adjustment of acreage between 
such competiting crops as corn, grain sorghums, and soybeans. 


2. The control route 


If the control concept is to be retained in the wheat program, it is 
essential that the loopholes be closed and effective actions be taken to 
bring production down until stocks are reduced to desirable levels. 
The legislative changes needed would include such as the following: 

(a) Base price supports on a percentage of average market prices 
of the immediately preceding years, or, if the present standard is re- 
tained, give the Secretary the same discretion as he has for most other 
commodities. 

(6) Eliminate the provision allowing any farmer to produce and 
market up to 15 acres of wheat. This loophole alone will account 
for some 600 million bushels, or 40 percent of the estimated accumu- 
lated carryover as of July 1, 1960. 

(c) Permit all wheatgrowers to vote in the marketing quota referen- 
dum—not just the larger producers. 

(d) Base compliance with acreage allotments on a planted, rather 
than a harvested basis. 

(e) Increase the penalty rate for overplanting to a point that will 
stop this practice. 

f) Base the penalty for overplanting on the actual overproduction 
rather than the normal yield per acre. 

(7) Eliminate the 55-million-acre minimum to allow adjusting the 
acreage to the amount of wheat that can be sold for dollars under the 
support price that prevails. 

(h) Consider allotments on a bushelage instead of an acreage 
basis. 
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The control aspect of this approach is drastic regimentation which 
Congress has not been willing to impose. While this approach might 
have merit for an emergency adjustment period, it would not be in 
the best long-time interest of wheatgrowers and agriculture eee: 

It is urgent that new legislation be enacted without undue delay. 
May 15, 1959, is the date for proclaiming 1960 marketing quotas under 
present legislation. Farmers should know by then what changes in 
the law will apply to the 1960 crop. 


©. TOBACCO 


Farmers who grow tobacco have been losing markets at home and 
abroad. As prices of U.S. tobacco increase, foreign buyers change 
their blends and turn to other sources of supply. They may never 
induced to return to our markets. The present old laws result in 

rice supports at continually re levels. Acreages at home havé 
08 severely cut to low levels, while acreage and production expand 
abroad. 

Legislation should be enacted to relate the support price to the 
market average or, if the parity formula as a basis for price supports is 
continued in use, to provide wide discretion in the level of supports. 

In addition, taaithcadieaa of the control program may be in order. 
Tobacco growers have widely discussed the desirability of modify- 
ing the present acreage control system. Their ideas of providing 
either a poundage quota or a poundage-acreage control have merit. 


D. PEANUTS 


The consumption of peanuts is responsive to price changes. When 
price supports go up the use is cut; when prices are made more com- 
petitive the market expands. 

It is clear that the law should be changed so that farmers growing 
peanuts can compete more effectively for markets, 

If price supports were related to the average of market prices dur- 
ing the immediately preceding years, as recommended, acreages could 
be expanded until they were eventually free of control. Ifthe present 
standard is continued in use, provision should be made for wider dis- 
cretion in the level of supports. 

A supplementary approach would be to authorize a marketing agree- 
ment and order program. This would make it possible for the various 
segments of the industry to cooperate in handling their marketing 
problems without financial reliance on Government. 

Both approaches could be provided in the law, leaving it to grow- 
ers to adopt a marketing agreement and order program should they 
at any time consider it desirable. 


VI. EXTENSION OF PUBLIC LAW 480 


It is recommended that Public Law 480 (the Agricultural Trade 
Development and Assistance Act of 1954) be extended for 1 year. The 
recent budget message requested that authorization be provided for 
an additional $1.5 billion for title I sales of agricultural products for 
foreign currency and an additional $300 million for title II grants for 
foreign famine relief and other assistance. 
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Public Law 480 programs have contributed significantly to the rise 
in U.S. agricultural exports and the maintenance of exports at a high 
level. These programs have resulted in the consumption of vast 
quantities of food and fiber and have kept still greater surpluses from 
piling up in Government hands. 

About 25 percent of total U.S. agricultural exports during the past 
4 years have moved under provisions of Public Law 480. Under title I 
alone there has been exported : 190 million pounds of tobacco, 29 mil- 
lion bags of rice, 3 million bales of cotton, more than 600 million 
bushels of wheat (and flour), 180 million bushels of feed grains, 
11% million tons of fats and oils, and 185 million pounds of dairy 
products. 

The current title I authorization runs through December 31, 1959. 
It permits us to enter into agreements for $214 billion worth of agri- 
cultural surpluses at cost to the Commodity Credit Corporation. 
Agreements signed to date under the current authorization commit 
more than $800 million worth of commodities. We expect that these 
commitments will exceed $1 billion in the very near future. At this 
rate of programing, the existing authorization should be committed 
in its entirety near the end of calendar year 1959. 

The request for extension and enlargement of title I authorization 
is made in order to continue without interruption the programing and 
sales for foreign currency of surplus farm products to friendly coun- 

‘ties where there is demonstrable need for these commodities. 

Action to extend Public Law 480 will be needed during this session 
of Congress if we are to avoid interruption of programing at the 
end of 1959 when the current authorization ends. The additional 
$15, billion will allow the same rate of programing as is currently 
authorized, and should maintain title I exports at a high level without 
displacement of the U.S. sales for dollars. 

The request for an increase in the title II, Public Law 480, authori- 
zation is made to restore the balance expected to be uncommitted 
under the program at the expiration of the present fiscal year to about 
$500 million at cost to CCC. This will permit continuation of the 
authority of the President to use CCC surpluses to help friendly 
foreign people in their time of need. Under title Il commodities 
have been supplied to help meet emergencies resulting from flood, 
drought, and famine disasters, as well as a variety of other relief 
purposes. 

The Public Law 480 program has proved to be extremely useful in 
channeling a part of our agricultural abundance into needy areas of 
the world with a minimum disturbance of normal marketing condi- 
tions. We recommend its extension so that these useful activities may 
be continued. It should be emphasized, however, that Public Law 
480 is a temporary program. It is not a substitute for commercial 
sales nor should it be used to delay changes in domestic agricultural 
programs and legislation which are so urgently needed. 

Food for peace: In his message the President announced his plan 
for exploring with the surplus-food-producing countries of the world 
the possibility of further expanding markets and finding additional 
outlets for our farm products, both at home and abroad—food for 
peace. This again shows the President’s interest in making sure that 
we are using our agricultural abundance as constructively as possible 
in the cause of world peace, as we move to realistic farm programs. 
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It is obviously premature to prejudge the results of this effort. | Cer- 
tainly, we can expect a better understanding of the programs and 
efforts we are already undertaking. It may encourage other countries 
having surpluses in excess of commercial needs to initiate or enlarge 
their programs to improve standards of living in the underdeveloped 
countries of the world, and we would look for a full exploration of 
new approaches to the use of our surplus commodities. We have 
already moved a tremendous quantity of food and fiber—over 4 billion 
dollars’ worth—abroad in the interest of world peace. The inter- 
national consultations will focus attention on what has already been 
done and what additional steps could usefully be taken. 

I would like to digress for just a moment here, Mr. Chairman, to 
refer to a letter which has come from the President since this testimony 
was prepared, copies of which will be passed out to members of the 
committee. I would like to read this brief letter, if I may. It is 
addressed to the Secretary and reads as follows: 





FEBRUARY 9, 1959. 
The Honorable Ezra Tarr BENSON, 
The Secretary, Department of Agriculture, 
Washington, D.C. 

Dear Mr. Secretary: My message to Congress on January 29, recommending 
several measures to improve the existing farm programs, stressed the need for 
effective use of our agricultural abundance in meeting food needs at home and 
abroad. In that message I reported steps being taken with other exporting 
nations to explore all practical means of using food for peace. 

Today our supplies are moving to foreign commtries in large volume under 
special programs, and other nations with agricultural surpluses help in similar 
ways. Yet in some parts of the world millions of people are still going hungry. 
This condition is due partly to problems that cannot be wholly remedied by 
larger food supplies from abroad. Even so, we in America must do more to 
assure that food abundance—our own and that of our friends abroad—is used 
as effectively as possible where it is most urgently needed. 

My earnest hope is that our people will put their hearts as well as their minds 
into this effort. It is more than surplus disposal, more than an attempt to foster 
ties and sympathies for America. It is an effort that I consider in full keeping 
with the American tradition—that of helping people in dire need who with us 
are devoted to upholding and advancing the cause of freedom. It is an under- 
taking that will powerfully strengthen our persistent and patient efforts to 
build an enduring, just peace. 

I am aware that the search for effective programs to help countries banish 
hunger has long been an important concern of the United Nations Food and 
Agriculture Organization whose Director General only a short time ago proposed 
another substantial attack upon this problem through an international food 
campaign. His proposal is, of course, concerned with many longer term aspects 
of production, trade, and consumption, and with the scientific and economic 
factors that bear upon these developments, largely in years to come. 

In our exploration of new approaches, consultation between the United States 
and other food-exporting countries should be intensified. So far as our own 
programs are concerned, we are in a position to help under legislative authorities 
that already exist. I want it understood, however, that I will seek such addi- 
tional legislation as may be needed to accomplish these purposes. 

I request that you, as Secretary of Agriculture, take the lead within our 
Government in organizing and energizing this effort. This must of course be 
done in the closest of collaboration with the Department of State in particular, 
as well as with the other agencies concerned. 

Sincerely, 
Dwienut D. EISENHOWER. 


Now back to the text of my statement. 

The distribution of surplus foods to users in this country through 
USDA’s direct distribution program during July-December 1958 was 
increased to a total of 558 million pounds, costing $113.7 million, or 
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two-thirds more than the quantity donated under the program during 
the same period a year ago. The total for the entire fiscal year 1958 
was 873 million pounds at a cost of $236 million. The quantity of 
surplus foods moved into use in this country through donations dur- 
ing the last 7 years has now reached the tremendous total of over 
10 billion pounds, 

Over these years, the Department has vigorously administered this 
direct distribution program toward the achievement of these objec- 
tives: 

To move the greatest possible quantity of surplus foods into con- 
structive use, as a means of disposing of food surpluses; 

To give the greatest possible assistance to needy people, through 
the use of these surplus foods, by donating them through responsible 
State agencies to those who do not regularly get enough food. 


VII. NEED FOR EXTENDING CONSERVATION RESERVE AUTHORIZATION BEYOND 
1960 


The excessive supplies of some agricultural commodities are creating 
difficulties for many of our farmers. The conservation reserve pro- 
gram attacks the roots of many aspects of this problem. The shiftin 
of substantial amounts of farmland out of production for periods o 
3 to 10 or more years leads directly in many instances to permanent 
shift of such land to the uses for which it is better adapted. Experi- 
ence to date indicates that farmers will voluntarily cooperate in bring- 
ing about needed land-use adjustments in response to economic and 
other incentives included in the conservation reserve program. 

The conservation reserve aids the farmer who so desires for what- 
ever reason—to retire, relocate, or establish himself in some other 
endeavor. The reports show that about three-fourths of the land 
included in applications for contracts to become effective in 1959 in- 
volves farm units on which all the cropland was offered for retirement 
from production. 

In many instances the program is speeding up trends that have 
been underway for a number of years and are generally recognized 
as being desirable. For example, the reforestation of deteriorated 
lands in the Southeast has been accelerated. The lumber and pulp- 
wood industries were already expanding in that area. Through 1958 
the southeastern States had planted 874,000 acres—81 percent—of the 
1,076,000 acres planted nationally. As a result of the conservation 
reserve, forest plantings in the problem areas of the Great Lakes States 
have increased to a marked degree. 

Farmers in the 423 Great Plains counties had placed about 4.5 mil- 
lion acres of cropland in this program through 1958. Nearly all of 
that acreage is being planted to grass. A very large part of that land 
had been devoted to grain production. During seasons of abundant 
rainfall, such as 1958, these counties have added substantially to the 
grain surplus, particularly wheat and grain sorghums. 

The wildlife aspects of this program are important and have the 
support of conservationists as well as urban people not ordinarily 
interested in agricultural problems. 

The conservation reserve program offers a feasible method to accom- 
plish, on a voluntary basis, effective adjustment without subjecting 
farmers to regimentation and without Government purchase of land. 
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When the current signup has been completed 23 million cropland 
acres, much of it of average or better productivity will have been 
retired into the conservation reserve for the 1959 and subsequent 
planting season. 

The authority for contracting land should be extended beyond 1960 
to accomplish greater conservation and conversion of the land not 
presently needed for production. 

In order to get the best results per dollar expended, we must con- 
tinue the competitive offering system for accepting conservation 
reserve contracts. 

VIII, RESEARCH 


In our agricultural planning, we must be continually aware of the 
need for a strong research program. Agriculture has become increas- 
ingly dependent upon science and technology. This Nation is pre- 
eminent in the scope and quality of its agricultural research. It 
must stay preeminent. Much of our progress as a nation has been 
made possible by our progress in agriculture through research. 

A strong, well-balanced, continuous program of research is required 
to maintain a continuous flow of products from our farms, ranches, 
and forests. It is required for the wise use and management of our 
lands and for the economical provision of water to meet ever-enlarging 
needs. Marketing and utilization research, including research on the 
industrial utilization of agricultural products, is especially needed for 
broadening the markets and uses for the crops which can now be pro- 
duced in such abundance. 

The Department and the States have in operation thoroughly com- 
_— organizations for conducting research. These organizations 

ave been developed as a result of the experience of many years and 
are working very effectively.. Of course, the States have other de- 
mands upon them for the construction of facilities both for teaching 
at the agricultural colleges and in connection with other, nonagri- 
cultural State programs. 

Our research programs are closely coordinated with the programs 
of the State agricultural experiment stations and are conducted with 
fullest possible awareness of the related research programs of other 
public and private agencies. We regard close coordination of all 
aspects of the research program as so important that we have op- 
posed legislation which proposes to establish an independent Federal 
organization to conduct utilization research which is one of the parts 
of the present coordinated program, To establish such an independent 
organization would cause confusion, would be contrary to sound ad- 
ministration, and would disrupt vital day-to-day working relation- 
ships with production and other research activities of the Depart- 
ment and the States without compensating benefits. 

Congress has evidenced great interest in the Federal agricultural 
research program and has supported it over the years with substan- 
tial increases in appropriations. It has also authorized the use of 
foreign currencies for research in foreign countries. Under the pro- 
visions of Public Law 480, we have initiated such a program. For 
the current fiscal year, approximately $10.5 million is available for 
such research. It is eee through contracts or grants to for- 
eign scientific institutions. The research covers both fundamental 
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and applied research leading to new and expanded uses for present 
crops, hew crops, more productive forests, improved methods for the 
control of diseases and pests affecting plants.and animals, improve- 
ments in agricultural marketing practices, and solutions to other 
agricultural and forestry production, marketing, and utilization, as 
well as human nutrition problems. 

During the past 6 years the budget for agricultural research has 
more than doubled. This is concrete evidence of our interest, and 
that of the Congress, in an adequate, balanced, sound research pro- 
gram. You may rest assured that such a program will have our 
continuing vigorous attention with emphasis on utilization and 
market expansion. 


IX. RURAL ELECTRIFICATION ADMINISTRATION 


The Rural Electrification Administration has made a major con- 
tribution to the development of rural America. Over 95 percent of 
our farms now have central station electric service compared with 
11 percent in 1935. Expanding use of power in the areas served by 
electric cooperatives, however, requires substantial amounts of new 
capital every year to provide additional generating capacity and 
heavier transmission and distribution facilities. 

Industrial and nonfarm residential consumers, which already ac- 
count for about one-half of total power sales by the REA system, are 
increasing their power consumption much faster than are farm con- 
sumers and comprise about 75 percent of the new customers being 
added. The prospective size of new capital requirements, together 
with the present state of development of the rural electric cooperatives, 
emphasizes the need to broaden the sources of capital from which the 
REA system may obtain the funds to finance needed expansion. 

A legislative proposal is being developed which if enacted would 
assist both electric and telephone borrowers to obtain supplemental 
financing from private sources. It is added authority needed to fully 
meet the future enlarged need for financing the service to more and 
more industries, suburban development aon other residences, resorts, 
and other nonfarm uses—along with more power for farms. 

It is expected that it will be submitted soon and at that time we'll 
be happy to discuss it with you. 


X. FARMERS HOME ADMINISTRATION 


We have proposed legislation which would place on a revolving fund 
basis most of those operations of the Farmers’ Home Administration 
which are not now on that basis. The principal purpose of this pro- 
posal is to permit the annual budget document to be prepared in such 
a way as to reflect receipts from principal and interest payments on 
loans as a direct offset. to annual expenditures for loans and admin- 
istrative expenses. 

This is a very desirable change. It will recognize the large volume 
of annual receipts of the Farmers’ Home Administration as a part of 
the Department of Agriculture portion of the budget. Relating it to 
the 1960 budget, this proposal, if enacted, would reduce net expendi- 
tures charged to Agriculture by about $215 million. 








$$ 


——— ee. 








FARM PROPOSALS OF THE ADMINISTRATION 15 


In addition to more properly reporting receipts, the proposed  re- 
volving fund legislation would make receipts available for additional 
lending without the necessity for appropriating the receipts or au- 
thorizing additional borrowing from the Treasury for loans, 

The proposal would leave control in the Congress of the annual loan 
program and administrative expense levels of the Farmers’ Home 
Administration through the Appropriations Committees of the House 
and Senate. 

Other than this proposal, we believe the statutory authorities avail- 
able for the Farmers’ Home Administration currently are adequate. 


XI. STATE PARTICIPATION IN PROGRAMS TO RELIEVE THE EFFECTS OF 
DROUGHT OR OTHER NATURAL DISASTER SHOULD BE REQUESTED 


In past years virtually the full cost of the drought relief and other 
natural disaster programs have been carried by the Federal Govern- 
ment. If the States were te participate financially funds would be 
distributed more equitably, more economically, and more efficiently. 
This participation ieeia equal 50 percent of the cost. 

Increased rainfall in the Great Plains and other areas has made 
possible the temporary termination of the drought relief program. 
Changes could now be made with a minimum of difficulty to existing 
programs. 

XII. EXTENSION OF THE SUGAR ACT 


The Sugar Act should be extended in this session of Congress. It 
will permit advance planning by growers and the industry. 

We recognize that the chairman and members of this House Com- 
mittee on Agriculture have been aware for some time of the need for 
considering extension of the Sugar Act. As you know, a bill has 
been introduced in the Senate on behalf of a number of Senators that 
would extend the act. 

Over the years, the Sugar Act has been of great benefit to all sup- 
pliers of the U.S. market—both foreign and domestic suppliers. Its 
continuation is vital to our domestic sugarcane and sugar beet pro- 
ducers. It has also been fair to domestic consumers and has been 
helpful in protecting supplies and stabilizing prices in the domestic 
market in times of emergency. 


CONCLUSION 


As we said earlier, and as you members of the committee are well 
aware, our agriculture is a dynamic changing industry undergoing 
a technological revolution which is irreversible. Most of agriculture 
is free of controls and attempts at price fixing at unrealistic levels. 
This part of agriculture is doing reasonably well. Its markets are 
expanding and production is kept in reasonable balance with demand. 

he present surplus situation in a very few crops gives ample evi- 
dence of the shortcomingsof old laws that have not been adequately 
changed. 

We are deeply appreciative of the difficult legislative decisions with 
which this committee is faced. We are anxious to be of assistance. 
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We will supply promptly any further factual data available and 
the best judgments that can be had from the Department on any 
proposals. 

As the President has said to Congress: 


Continuation of the pric; support and production control programs in their 
present form would be intolerable * * *. The situation calls for prompt and 
forthright action. 


Mr. Chairman, there are attached to this statement some charts 
which may be of some help to the committee. 

I thank you very much for letting me go through the statement this 
morning. 

(The charts are as follows :) 


CHART 1 


U. S. POPULATION AND FARM OUTPUT 


% OF 1910-14 


75 
1910 1920 1930 1940 1950 1960 


1910-56 POPULATION ESTHAATES FROM CENSUS BUREAU 


U. S&S DEPARTMENT OF AGRICULTURE NEG. 58(9)-572 AGRICULTURAL RESEARCH SERVICE 
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CHART 2 


PERSONS SUPPORTED BY 
ONE FARM WORKER— 


PERSONS 


20 


1850 1900 1950 


U.S. DEPARTMENT OF AGRICULTURE NEG. 58(9)-909 AGRICULTURAL RESEARCH SERVICE 
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THE BALANCE SHEET OF AGRICULTURE 


ASSETS CLAIMS 
SY Financial E35 Owners’ equities 
BS Other physical Z other debt 
Farm real estate S BB Real estate debt 


Total 


1940 1945 1950 1955 1940 1945 1950 1955 1960 


DATA ARE AS OF JANUARY 1 EACH YEAR 


U. $. DEPARTMENT OF AGRICULTURE NEG. 58(7)-911 AGRICULTURAL RESEARCH SERVICE 











ADMINISTRATION 


FARM PROPOSALS OF THE 


18 


866) @quereg 


0961 6S6I Ss6l 1s61 9S6I Ss6l sel sel 


JSN3dX3 LS3YSLNI 





$10)}09 40 suorijig 


O96! HMNOYHL ES6/ SYVIA TVIS/S FHL ON/ANA DIAYNIN/ 
FSNIANI LSFATLN/ ONY SLSOP NO/LVLYOASNVAL ONY FOVIOLS 


NOLLVYOdHOD LIGSYD ALIGOWWOD 
f— 1avHO 








19 


FARM PROPOSALS OF THE ADMINISTRATION 


O96) sequeseg 


"OAs pud 8400 “suunybs08 u10s6 *Kej10q “us09 OPNjoU; SUjDID Pees : O,ON 


8S, 249, 95, SS, S eS, 2S, IS6I 


(ese) (ys) 


09, 66, 










_ suing 





| u0}409-.- 





a Se PD . 


Zi 
$40}]0Q JO SUOI}Ig 


O96/ HONOMHL /96/ 
YWIA VISIT SO ONT LV L¥0ddNS FHdd NW! LNFIWLSIAN/ 


NOLLVYOdHOD LIGSYD ALIGOWWOD 
¢ LavHO 








FARM PROPOSALS OF THE ADMINISTRATION 


20 


856) “equereg 


oo, 6% 8% 24% 9% SS. vS ¢&% 2% 1S OS, 66 


e 8 © #8..¢6¢. 827 84 8. 8 ¢ 8. 8.4 ) @ 6252.2. 6 ©. 8 D2 ee: SS © £68 62.8 F Oo G¢ 8 f Ch ££ 2.8 2 £2 Bes 















0si'9 
‘a 000'8 








ALIMOHLNV 
SNIMONYNOE 
000°2! 
SOIIAljoy 40jNBey 99D ay 
SOIAINY agosunquiay (__} 
000'9! 


S$4D]JOQ JO SUOI||IW 


(saunbyy hplapiony) O96/-6¢61 SYVIA 7VISIA 
FS) M/ ALISOLNY QMMOSSOI III 


NOLLVYOdYOD LIGSYD ALIGOWWOD 
9 1UVHO 








FARM PROPOSALS OF THE ADMINISTRATION 21 


CHART 7 


WHEAT SUPPLY AND DISTRIBUTION 


BIL. BU. 


. Carryover at year end 
saan Es Exports * 
WZ. Domestic use ° 


INCLUDES TERRITORIAL AND MILITARY FOOD USE 
1958 DATA ARE SEPTEMBER ESTIMATES 





6512-58 (9) AGRICULTURAL MARKETING SERVICE 


Cuart 8 


PEANUTS 


(Kernel Basis) 
MIL. LB. 
DISAPPEARANCE DOMESTIC FOOD USES 


| Total | 
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CHART 9 


INCOME 424 
OF FARM Realized ( 
OPERATORS : 


, >I 2 an Le | e. , 0 
1930 1940 1945 1950 1955 1960 


@ EXCLUDING INVENTORY CHANGE; INCLUDING GOVERNMENT PAYMENTS 
U, & DEPARTMENT OF AGRICULTURE NEG. 443- 59 (1) AGRICULTURAL MARKETING SERVICE 





CHART 10 


U. S. AGRICULTURAL EXPORTS 
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CuHarT 11 


CASH RECEIPTS FROM SIX BASIC CROPS 
AS A PERCENTAGE OF ALL COMMODITIES, 1957 * 


EA 30-100 
15-29 
5-14 


™ COTTON, WHEAT, CORN, TOBACCO, RICE, AND PEANUTS 
U.S. DEPARTMENT OF AGRICULTURE NEG. 6998-59(2) AGRICULTURAL MARKETING SERVICE 





The Cuarrman. We thank you very much, Mr. Secretary, for your 
very comprehensive statement. 

I understand from your statement that you are not recommending 
any immediate legislative action with regard to corn, rice, or cotton. 
You feel that those programs should be given an opportunity to 
demonstrate whether or not they will work well. 

Secretary Benson. Chairman Cooley, the legislation that was 
passed last year was not all that we had recommended, as you know— 
somewhat of a compromise. We do feel it was a step in the right 
direction, and we had understood that probably the Congress would 
choose to try it out for a reasonable period so we have not made any 
recommendation for changes. 

The Cuarrman. I understand that after the President delivered his 
message, you had a press conference and you stated that it was not 
your intention to prepare legislation to present to Congress, but the 
statement you have this morning indicates that you are preparing 
some legislation. I think you are recommending rural electrification 
legislation. 

Secretary Benson. Yes; I think last year we had prepared such a 
draft. We do not have a bill drafted, Mr. Chairman, but, of course, 
we stand ready to offer any help we can in drafting or otherwise 
assisting the committee. 

The CHatrman. We have the tobacco bill. If a bill carries out 
the views of the Department and the President, would it not be au- 
thority to permit you to lower the price supports on the basic com- 
modities. In other words, you ask for flexibility and we gave you 
flexibility over all basic commodities except one, which is, as you 
know, tobacco and that is strictly controlled. 
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Now if I understand the sum and substance of your statement, it 
is that you want more flexibility and you think that the Secretary 
should have the right to fix the price support level where the Secre- 
tary determines in his discretion the support level should be fixed. 

Secretary Benson. We have made recommendations from time to 
time for some further discretion in the fixing of price supports on 
the basic crops. We have not been given all that we had asked for. 
We have repeated those requests. As a matter of fact, we have very 
broad discretion on all except a very few commodities, as you know. 

The CHarrman. On those commodities you want more flexibility 
and more discretion than is in the price support program? 

Secretary Benson. Yes; we think that is dedrable if we move to 
the average market price which we prefer. 

The CHarrMAn. Mes I ask about that? Why do you prefer the 
average market price? Is it because you think the tendency would 
be to bring about a lowering of the commodity prices? 

Secretary Benson. Mr. Chairman, I have spent most of my life 
farming. I would like to see farm prices just as high as it is possible 
to have them consistent with the building of markets and permitting 
these commodities to move into consumption, because the Government 
warehouse is not a market. 

We do think, though, that that rather broad discretion would help 
us use the price support mechanism to help facilitate marketing. 

The Carman. What I am trying to get at is this recommendation 
you have made. 

Secretary Benson. Yes. 

The Cuarrman. It all sums up that you feel that you should have 
more flexibility in price support programs, on those programs which 
are now fixed by law. 

Secretary Benson. Yes; I think that is generally true, Mr. Chair- 
man. 

The CHarrman. What other recommendations do you make other 
than that? If I understand it, you bring up wheat and you give usa 
few comparisons—one is strict controls and the other is elimination 
of controls—you prefer the elimination of controls. You prefer the 
elimination of controls on wheat, do you not ? 

Secretary Benson. We prefer the alternative which would move in 
the direction of greater freedom for the wheatgrower and less controls. 

The Cuatrrman. Are you satisfied with the corn program as it is for 
1959 and 1960? 

Secretary Benson. We are not fully satisfied with it, but it is defi- 
nitely moving in the right direction. 

The Cuatrman. The corn farmer has the freedom. 

Secretary Benson. That is true. As a matter of fact, the controls 
have not been in operation to any great extent in corn for some time. 
I think only about 12 to 15 percent of the corn was eligible for full 
support in the old program but the controls are off now. 

The Cuarman. If you eliminate all controls the corn farmers in 
Tilinois and Arkansas can grow all of the corn they want. That is 
true, isn’t it? 

Secretary Benson. Yes. That was done through the referendum 
which you provided for them. 


, 
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The Cuamman. That is right. Don’t you believe they are heading 
for disastrously low prices when the harvest season comes around on 
these farms ? 

Secretary Benson. No; I do not. I think that there will be very 
little change in production as the result of the legislation last year. 

The Cuatrman. Do you not think 

Secretary Benson. Total feed grain production, I think, will not 
be much different. 

The Cuarrman. Don’t you think with the surplus of feed grains 
that the problem would be aggravated with the farmers? 

Secretary Benson. No; I think not. Our technicians feel there will 
be very little change. There may be a little more corn. On those acres 
where they plant corn they will take out other feed grains or soy beans. 
All acres have been planted pretty much. Remember that the large 
supplies were built up under the old program. 

The Cuarrman. If freedom is good for the corn farmer, you think 
it is good for the wheat farmer. In other words, you want the farmers 
of America to be free. 

Secretary Benson. I do, sir. 

The CuarrMan. All right. They were free. We were free in the 
year 1932, in the early thirties, weren’t we? Agriculture was free. 

Secretary Benson. That is right. 

The CuatrMan. We had no control programs, price-support pro- 
grams. We had starvation prices, too, didn’t we? No way of getting 
around that. You know the farmers of America faced bankruptcy 
and had starvation prices, and they had this tremendous abundance. 

Now you are recommending freedom again, at a time when Ameri- 
can agriculture is heavily burdened with tremendous surpluses. 

If I understand it, all that the Department of Agriculture offers 
the farmers of America is freedom. That is your best recommendation, 
you think that the best thing for them is their freedom. 

Secretary Benson. May I comment, first, the situation in the thir- 
ties was the result of an overall serious economic situation, a nation- 
wide depression, a world depression. 

The Cuarrman, Don’t you think that is what we will have here, if 
we give the farmer all of the freedom you want him to have? 

Secretary Benson. I don’t think so. As a matter of fact, today 
most of agriculture is free, and that part that is free has been getting 
along fairly well. 

The Cuarmman. Most of agriculture is free ? 

Secretary Benson. Right. 

The Cuatrman. But you seem to sidestep the fact that most agri- 
culture commodities are produced for American markets and we have 
been dealing primarily with traditionally export problems. All of 
these commodities we are dealing with that have price supports were 
traditionally export crops. Isn’t that true? 

Secretary Benson. Well, we haven’t had any great exports through 
the years of either peanuts or corn or burley tobacco which are basic 
commodities, and, of course, we are getting so that we are building 
up export markets now with some livestock products abroad. 

The Cuarmman. Cotton has always been an export crop; tobacco has 
been an export crop from year to year. 

Secretary Benson. Not the burley, but the flue-cured has been. 
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The Cuarmrman. Don’t you see a difference between the problems of 
the producers of the basic commodities and the problems of the 
producers of cabbage and hops and honey and all of the other com- 
modities produced for the American markets ? 

Secretary Benson. Yes, I see a difference in every commodity, Mr, 
Chairman. 

The Cuarrman. Let me emphasize the point I am trying to make. I 
think you lose sight of it in every speech you make, That is, that 
Congress long ago recognized the fact that the producers of the 
basic export aes have problems that are different from the ordinary 
agricultural problems of the country. 

A few years ago we passed section 32 and right here in this building, 
we concluded that the far ‘m population of America represented roughly 
30 percent of our total population and we provided in section 32 that 
30 percent of the import duties collected by our country should be 
set aside, on the basic agricultural commodities, to be used in expand- 
ing exports of basic commodities. 

Then in conference we struck out the word “basic” and made it 
applicable to all agricultural commodities. 

Then we at a later date authorized in this committee the appropria- 
tion of $500 million additional to be used by the Secretary in expand- 
ing exports. You haven’t asked the Congress to appropriate a single 
dollar of that $500 million which we authorized, have you? 

Secretary Benson. I think that is correct. 

The CuarrmMan. You have not, because you have turned back each 
year a substantial part of the section 32 funds. Last year, you turned 
back $83 million and now you have built up the maximum that you 
are permitted to build up in the carryover. Now you have there 

raiting $300 million to be used 1 m exporting commodities which you 
have not used. That istrue, isn’t it? 

Secretary Benson. I think our export record, Mr. Chairman, is 
pretty good. The last 2 years have been the highest in our history. 

The Cxaman. I am talking about your failure to use $300 million 
that you now have in hand that the Congress of our country said you 
should use to expand these markets and you turned back annually 
huge sums of that money—last year $83 million and one other year 
$114 million, I think. Iam asking why haven’t you used it? 

Secretary Benson. Mr. Chairman, we have been pushing our ex- 
ports, I think, almost to the limit and we certainly hit an alltime 
record in our exports. I think the record will speak for itself. 

The Carman. Well, it was my understanding when we passed that 
law, that you would use these section 32 funds principally to expand 
the "exports of perishable agricultural commodities other than the 
price-supported commodities. 

Secretary Benson. Also, for domestic use, I think. 

The Cuarrman. It says other than for the price-supported com- 
modities—dairy is a price-supported commodity. 

Secretary Benson. Right. 

The CHarrman. You used last year $122 million of section 32 
funds for dairy. I am wondering where you got the authority to 
use section 32 he to export dairy products. So the net result is 
that 92 percent, if my calculations are correct, of section 32 money 
was used by you for milk and dairy products. 

Why should they take 92 percent of section 32 funds? 
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Secretary Benson. Mr. Chairman, all of those dairy products came 
into Government hands through the price-supports mechanism and 
we were authorized, I think, under the law to use section 32 funds 
to move them out. 

Our General Counsel is here. He can comment on it. I am sure 
we haven’t done anything we didn’t have authority for. 

The Carman. Other than those under title II of the Agricul- 
tural Act of 1949, other than those, you used 92 percent of that money 
for milk and dairy products and you tell the people of America that 
we have disposed of our dairy stocks. The dairy farmers never 
had it so good as they had it in 1958 but you failed to tell them 
that you spent a billion five hundred million dollars getting rid 
of the stocks and, actually, gave them away. Is that not true? 

Secretary Benson. Mr. Chairman, we have always talked about 
the cost of the dairy program. It has been an expensive program. 
We have moved the stocks out. 

The CuarrmMan. You could have moved out these other surpluses 
if you had used the money. 

Secretary Benson. There is, of course, a limit as to how much 
you can move without disturbing the regular channels of trade. 

The Cuairman. All right, that brings me up to this ‘observation. 
In this long statement that you presented to the committee this 
morning you did not mention one program that this committee has 
been intensely interested in and, that is, the barter program authorized 
back many, many years ago. In 1948, in the Commodity Credit Cor- 

oration charter we authorized the use of surplus commodities in 
artes transactions. Under Public Law 480 we reemphasized our 
belief in barter transactions. In the last session of the 85th Congress 
we reiterated our interest. 

Your record shows that barter transactions have been conducted 
to the extent of $1 billion; in other words, we got rid of a billion 
dollars worth of surpluses we didn’t need in exchange for strategic 
materials that we did need in our own Government. 

In the last word spoken by Congress you were told that it was the 
policy and the purpose of Congress to return to the barter program 
commensurate with the volume of the program which had been con- 
ducted in the past, the approximate volume. We would have made it 
mandatory but we didn’t know how to make it mandatory. 

Secretary Benson. May I say, Mr. Chairman 

The CuatrMan. Now, let me say this 

Secretary Benson. Excuse me. 

The Cuarrman. You have not resumed barter transactions. You 
minimized the program by faint praise. You don’t even mention it 
and yet we gave the President of the United States the right to name 
the articles and commodities that we wanted to get rid of. Afer a 
delay of many weeks we finally received a list, but barter transactions 
have not been resumed. 

I want to know if you think there is anything unholy about our 
getting rid of perishable agricultural commodities and exchanging 
them for nonperishables, critical materials that we need in our own 
country. 

Secretary Benson. Mr. Chairman, I have always been in favor of a 
barter program. ; 
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May I say with respect to my statement there was no intention to 
make it all inclusive. There are several programs that are not men- 
tioned, including this specific question which you raise. I am going 
to ask Mr. McLain to comment on it because he has been following 
it in more detail than I have. 

The Cuamman. I am delighted to know that you are in favor of 
barter transactions. 

Secretary Benson. I am sir, and always have been where it does not 
replace dollar sales. 

The Cuarrman. I am afraid that some of your subordinates down 
there do not agree with you. Mr. Berger, for whom I have great re- 
spect, sat in this room and said that he himself stopped barter transac- 
tions in May 1957 because in his opinion, barter transactions were 
displacing dollar sales in other markets, but he was unable to give 
the committee any facts to show that was true. 

If these barter transactions are displacing dollar sales this com- 
mittee would be in favor of stopping them immediately, of course. 
Congress would be. We have not Cec shown, and nobody has offered 
any evidence to show, that any one transaction has displaced dollar 
sales. The record is to the contrary. 

As barter transactions have increased in volume, dollar transac- 
tions have increased. As barter transactions have decreased in vol- 
ume, dollar transactions have decreased in volume. 

I oo that the policy and purpose of Congress has been defeated 
and Mr. Berger seemed to take pride in having defeated it himself. 

I call it to your attention and I want to make it perfectly plain, 
I think everybody else on the committee agrees, that you should resume 
barter and make as much headway as possible. 

I think the Senate bill gave you $500 million. You have been 
bargaining at the rate of about $300 million. We expect you to 
resume the barter program. I will be glad to hear from Mr. McLain. 

Mr. McLain. Mr. Cooley, we all recognize that during the time that 
the Congress had this under debate the barter transactions did slow 
up. I think if you will look at the record that you will find our 
record has been fairly good. I think if you give us a little time, we 
will demonstrate that it will increase even more. It will be done only 
on the basis, I think, that the majority of the people and Congress 
want, and I am sure that you have indicated you want, that is, on a 
basis that will not disrupt our normal sales because if we did that, it 
would be foolish. We have many deals that are currently pending and 
since November 14 we have closed deals on about $42 million worth of 
contracts. We have a good many more currently under review. 

And we have the problem, as you well recognize, if we follow the 
law concerning the ternational relations aspect of this which was 
written into the section 





The Cuatrman. That is what I wanted to comment on. 

Mr. McLarn. Of getting along with Canada and some of our 
friends in this area. Of course, we are trying to follow the law to 
the letter. 

The Cuamman. Allright. Canada does not conflict with your pro- 
gram to dispose of anything except wheat. 
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Mr. McLain. Of course, we were very much concerned about the 
free-interest provision that was in the old operation which, of course, 
made it very attractive. They were adamant about taking that out. 
There was not any one on this committee that——— ; 

The Cuaimman. The law charges the Secretary with the responsi- 
bility of cooperating with certain nations in putting through these 
transactions. 

Mr. McLain. That is correct. That is what we are trying to do. 

The Cuamman. All right. We ask you who in the Department of 
Agriculture has the responsibility of dealing with the officials of 
Canada. 

Mr. McLarn. Both Mr. Miller and Mr. Palmby. Mr. Palmby cur- 
rently is the man that is doing the cooperating with the Canadian 
officials. And Mr. Miller has on at the Assistant Secretary level. 

The Cuatrman. Don’t you collaborate through the State Depart- 
ment? 

Mr. McLarn. Yes. 

The Cuatrrman. You do? 

Mr. McLarn. Yes. 

The Cuatrman. The State Department could veto every program 
that you present. 

Mr. McLarn. No, this is not what I said. 

The Caiman. Isn’t that correct? I am not trying to say you 
said that, but isn’t that a fact ? 

Mr. McLarn. No, it is not a fact. 

The Cuarrman. Why have these not been consummated ? 

Mr. McLain. I think that the expansion of this program is mov- 
ing forward as fast as we can wisely move it. 

The Cuarrman. How many bales of cotton have you moved in 90 
days? 

Mr. McLarn. Under these transactions, the $42 million that I am 
talking about, just almost 20 percent of that is for cotton. 

The Cuarrman. Twenty percent. 

Mr. McLarn. Yes. 

The CuarrMan. Have you moved any of it? 

Mr. McLatn. Well, as to the actual movement of it, we do not have 
a record of it. I am talking about deals consummated in the period 
from November 14 up to date. 

(The data referred to above is as follows :) 

Note.—Cotton delivered under these barter commitments may be exported, in 


accordance with applicable cotton export sales announcements, any time prior 
to July 31, 1959. 


However, proof of such exportation need not, and in practice usually is not, 
submitted until after July 31, 1959. Consequently, we are not able to state the 
total quantity of cotton actually exported under barter commitments until some 
time after that date. 

_The Cuatrman. As I understand it, you have not been having any 
difficulty with any foreign countries on the export program, the bar- 
ter aspect of it, except with regard to wheat. 

Mr. McLarn. No, I wouldn’t say that. 

In any area into which we move with any of these programs, of 
course, there are actions that we expect. That is part of the pattern 
that we have to play against all of the time. 
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You don’t move a lot of dairy products, for instance, into a mar- 
ket where Denmark markets without some repercussions. 

But we are making every effort to comply with the intent of this 
barter provision in the act and I think we are. 

Secretary Benson. May I add, Mr. Chairman, that under this 
whole 480 program—I am very much for it—I think it was wise ac- 
tion by Congress in providing this barter authority, but we also have 
the problem of maintaining friendly relations with other free nations 
who are or could be affected by these various export programs, wheth- 
er it be sales for foreign currencies, whether it be gifts or whether 
it be barter. 

I think we have under the circumstances done a rather remarkable 
job in the volume we hays moved. I think it can be shown that there 

as been very little disruption of regular markets, very little dis- 
placement of dollar sales under any of these programs. 

Mr. Latra. May I ask that the Secretary be permitted to finish 
his statement ? 

The Cuarrman. You had finished your statement ? 

Secretary Benson. That is all right. I was just making the point 
that. we, of course, have had to keep in close touch with these various 
nations. We wanted to operate this program without any serious 
conflict. And I think we have done that. 

Now, one of the real problems we have had has been with Canada, 
but I think our working relationship is on a friendly basis today. 
I think they recognize our 480 programs and the soundness of it and 
the barter program. 

I feel very good about the way it has been moving ahead, 

The CuarrMan. I am glad to hear you are in favor of barter and 
ou want to see it expand. I am glad to hear that. The general pub- 
ic seems to have the impression that the State Department defeats 

the Department of Agriculture in its efforts to expand the barter 
transactions. 

Secretary Benson. May I say this, Mr. Chairman. Of course, the 
State Department has the responsibility in this whole field of inter- 
national relations. And naturally, they watch it. But we have had 
good cooperation from the State Department. They have worked 
along with us. We have tried to keep them informed. We have 
had many conferences with them. The relationship has been good. 

The CuHatrmMan, One other question about your statement. You 
indicated here that 85 percent of the money invested in Government 
loans and inventories is with regard to feed and corn crops, and you 
seem to blame the program that you have been administering for that 
situation. Actually, as a matter of fact, when you took over the 
— program, January 1953, it showed a net profit of $167 million, 

1dn't it? 

Secretary Benson. I would have to check the figures. 

_ The Cuarmman. And you had only invested at that time $226 mil- 

lion in cotton inventory. Now at January 1, 1959, you invested in 
loans $886 million in round figures and have an inventory of $226 
aap making a total of $1.92 billion invested in cotton and cotton 
oans. 

January 1, 1953, when you took over the program, you only had in- 
vested $156 million in cotton inventory and cotton loans. So the 
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entire loss on the program of cotton has been during your administra- 
tion, and the accumulation of the surplus has been during the time 
that you have administered the program, isn’t that correct ? : 

Secretary Benson. Mr. Chairman, of course, throughout the entire 
period we have been operating programs which required mandatory 
support levels which we have recommended be modified. : 

In 1953, we had just come out of a war in Korea, And durin 

riods of war our stocks are always drawn down to nothing, liqui- 
vated, because of the insatiable demands of war. ; 

As a matter of fact, you could go further than what you have in- 
dicated there regarding the loss on the cotton program. It is now 
costing us 6.5 cents a pound, and we just raised it the other day to 
8 cents a pound or $40 for every bale we export out of Government 
hands. 

The Cuarrman. Eight cents a pound ? 

Secretary Benson. Yes, per pound. So it has been a costly pro- 
gram. I admit that. We have been operating under an old rigid 
program which I think has been obsolete for some years. 

The Crarrman. We gave you flexibility and the more flexibility, the 
more stocks you accumulated ; isn’t that correct ? 

Secretary Benson. We have never been given the flexibility we 
need. We have moved in that direction slowly and haltingly and it 
has all been good but it has not been enough. 

The CuAtrman. Take a look at corn. When you took it over Janu- 
ary 1, 1953, you only had invested in loans and inventory $587 million, 
and now you have invested $2,351 million. That surplus has been 
accumulated during the time you have been Secretary of Agriculture. 

Secretary Benson. Again, we just came out of Korea. 

The Cuatrman. All right. 

Secretary Benson. The wars have been very effective in bailing us 
out. 

The Cuarkman. I have watched your speeches and time and time 
again I have looked for some references to Korea by you and the first 
time I have heard it was in your statement this year that the agricul- 
ture of our country was geared to the wheels of war. Until July 1953, 
when we had cessation of hostilities in Korea, the farmers of Amer- 
ica were urged to produce abundant crops. 

Secretary Benson. They were, sir, and they did, indeed. 

The CuHairman. If the public, generally, knew that we expanded 
our agriculture during the emergency of war, do you not think it 
would have a better feeling toward the farmer and the farm program ? 

Secretary Benson. Yes; and we all have a friendly feeling toward 
our farmers. They have produced magnificently. There isn’t any 
question about it. There isn’t any group that approached them any- 
where but these accumulations have been under laws which only the 
Congress can change. 

I don’t believe there has been any maladministration. We have 
tried to carry out the laws as best we can. 

The CuarrMan. Well, now, as to your accumulations of wheat 

Secretary Benson. Yes. : 





The Cuarrman. Surplus wheat, you have three times as much in- 
vested in wheat now as you had in the previous years. You have 
nee million invested; on January 1, 1952, you had only $1,082 
million. 
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Secretary Benson. That iscorrect. If we continue with the present 
legislation we will still have more. 

The Cuarrman. What law is on the books that you want to take off? 
Let us be specific about it. Just name one law or give me the number 
of the law that you want to get off, other than modification of price 
supports. 

ecretary Benson. I outlined it here on several pages in my state- 
ment concerning desired legislation. I think we should move—— 

The CuHamman. What law? 

Secretary Benson. The old basic law of 1938 must be changed, must 
be modified. 

The Cuarrman. Lower supports is all you have said for 6 years. 

Secretary Benson. I set forth here in detail what alternative 
changes should be made. I think we need to move in the direction 
of greater freedom. We need to get rid of these rigid price levels, 
We need to free up agriculture as much as possible and get away 
from acreage controls which are ineffective. 

The Cuairman. Doesn’t it all mean one thing; that is, to give you 
more flexibility of price supports and to let you lower the prices? 

Secretary Benson. I have requested the same thing for basic, as 
for all commodities—if we are ing. be continue the parity formula, 
it would be preferable to provide that price supports be related to 
the average market price of the previous 3 or 4 years the same as 
you provided on corn last year. 

The Cuarrman. What you are advocating is to do away with the 
concept of parity, upon which the farm program has been operated, 
a concept which has been accepted by Congress and the public as a 
fair yardstick for the price-support program. You will do away 
with the concept of parity. 

Secretary Benson. I have no disposition to do away ‘with any 
farm program that is helping the farmers and helping agriculture. 
The parity 

The Cuarrman. We hear a lot of talk about the Eisenhower pro- 
gram. Whatisit? I haven’t been able to find out. 

Secretary Benson. We set it forth many times, Mr. Chairman, and 
it is set forth here again in the statement here this morning. 

The Cuarrman. All it means is lower price supports. 

Secretary Benson. It means simply providing a program which 
will permit the commodities to flow into consumption and not pile 
up in Government warehouses. 

The Cuarrman. What happens to the farmer? That is what I am 
interested in. 

Secretary Benson. That is what the farmer wants: Greater markets. 

What has happened in the case where he has greater freedom? Take 
soybeans as an example. He started out with practically no market 
20 years ago. And his production has increased and increased until 
now he is producing over 500 million bushels a year but his markets 
have expanded to absorb that. 

The Cuarrman. Then your panacea for our problems are two: One 
is freedom and the other is lower price supports. 

Secretary Benson. The most important thing of all is the expansion 
of markets that comes when your prices become more competitive. 
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The Cuairman. What authority, or right do you want that you 
do not now have that will enable you to expand markets? You just 
told me or admitted that you turned back $83 million of section 32 
funds. Congress has authorized the appropriation of $500 million. 
We have given you billions of dollars for the Public Law 480 pro- 

ram. I am sure that the committee will vote unanimously to extend 
-ublic Law 480 again. 

What authority do you want this committee to give you that you 
do not now have? 

Secretary Benson. Just what I have outlined in the statement 
which would require a revision of the old basic law of 1938 so that 
we could set supports based on the market price of the most recent 
years, or, if you are going to retain parity as a basis for price sup- 
ports, then give us the discretion in the case of the basics that we have 
in the case of the nonbasics. 

That is as simple as I can put it. If we had that we could do a 
much better job in the use of this price support mechanism. 

The Cuarrman. That is your recommendation summed up in a few 
words, isn’t it? 

Secretary Benson. It ‘is, and has been. 

The CuHatrman. In most of the statement, where you are talking 
about problems of agriculture, you do not complain about the in- 
creased yield in the production of wheat or other commodities, do 

you ¢ 
: Secretary Benson. We just point out, Mr. Chairman, how impossi- 
ble it is to try and control the production of a commodity like wheat 
where they are moving forward with such a tremendous increase in 
yield and in efficiency and in production, 

The Cuairman, Is that good, production ? 

Secretary Benson. You bet it is good. 

The CHarrmMan. You advocate more research, more money for re- 
search so that we may further increase production in wheat? 

Secretary Benson. Yes, more money for research primarily in the 
fields of utilization research, which means the building of markets, 
and in marketing research. That is where we have been putting the 
emphasis and that is where it should be. 

The CHarrMan. One question about the President’s letter. I think 
it is a very fine letter. 

Secretary Benson. Thank you, sir. 

The Cuatrman. I would like to see you do something about the 
President’s suggestion. 

Secretary Benson. I expect to. 

The CHatrman. He points out the fact, as this committee has 
pointed out from time to time, that we are living in a hungry world. 

Secretary Benson. Right. 

The Carman, All of the hunger is not beyond the Iron Curtain. 
The President is eager for this food to be provided for hungry people. 

This committee is eager for food to be provided. 

What can wedo? What is it that this committee can do to expedite 
the distribution of these foods among the — people of the world? 
Do you need any authority that you do not now have? 


Secretary Benson. One thing that would help very much would be 
to extend the Public Law 480 program for another year which I am 
sure you will do. 
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The Cuamman. I am sure that will be done. 

Secretary Benson. Correct. 

The Cuarman. I am in favor of not only extending it one year 
but I think Mr. Poage has proposed we should extend it for 5 or 10 
years, because we are going to be involved in this surplus situation 
for the next several years—everybody knows that—and I think if 
we can make commitments for 4 or 5 years we should do so. 

Secretary Benson. It will depend to a large extent on whether we 
get changes in some of the basic legislation. If we do not, then we 
will need it forever. 

The Carman. I can’t follow that. I thought I had you pinned 
down to a proposition here. [Laughter. ] 

Secretary Benson. You are pretty good at pinning people down, 
Mr. Chairman. 

The CHatrmMan. I want to be fair about it. I thought we had 
concluded what your recommendation was when I asked you the 
question sincerely 

Secretary Benson. I am sure you did. 

The CuarrmMan. We will give you authority, except the authority 
to do what you want todo. [Laughter. | 

Secretary Benson. Mr. Chairman, that is the most relaxing state- 
ment I have ever heard made in this committee. [ Laughter. 

The Catan. I do not believe this committee or this Congress 
will give you the right to fix price supports at zero up. 

I do not believe that the wheat farmer wants his freedom to the 
extent that he is willing to accept starvation prices. 

Secretary Benson. Mr. Chairman 

The Cuamman. Neither does the corn farmer. I think they will 
be in trouble on corn. I am satisfied you will be in trouble on cotton. 
When you said you wanted it I thought I summed up your statement 
correctly when I said you wanted authority to lower the price sup- 
ports and you wanted the farmer to have freedom. 

I would like for the farmer to have freedom, but I don’t want him 
to starve while he has his freedom. 

Secretary Benson. Mr. Chairman, no one in the Department wants 
him to starve, either. 

The Caareman. I know it. 

Secretary Benson. My whole life has been spent in farming and 
in agriculture. I would not occupy the hot seat I occupy now for 24 
hours if I didn’t have a deep interest in farming. 

The Cuatrman. Nobody is questioning your sincerity. I do ques- 
tion your judgment. Right now if the wheat farmers, the cotton 
farmers, and the tobacco farmers had all of the freedom you wanted 
them to have, they would be in bankruptcy before Christmas. 

Secretary Benson. May I recall the period which we used as the 
base period for parity, which we consider one of the most favorable 

eriods for agriculture, was a period when farmers had their freedom. 
here were no price supports. There were no fixed rigid levels of 
price fixing. 

I am not suggesting we go back to that entirely. I think there is 
a need for the use of the price support mechanism. 

The CHarrman. As to that statement you just made, the record 
bears out that for 11 consecutive years before you became the Secre- 
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se of Agriculture, commodity prices were at or above 100 percent 
of parity. 
Secretary Benson. That is true with some—— 

The Cuarrman. We didn’t have any freedom—— 

Secretary Benson. You had freedom to the extent that you have 
it during the war, yes. 

ho Oneatneaw We did not have war all of those years. 

Secretary Benson. But I do not want war in order to get_com- 
modity prices up. I think we can get them up to reasonable levels 
without war. 

The Cuarrman, This committee does not want war nor do we want 
these surpluses to pile up in the warehouses. We want markets for 
them. 

Secretary Benson. That is right. 

The Cuarrman. But you don’t ask for any more authority to ex- 
pand foreign markets. I don’t see how you can bring them down with 
the laws now in the program. 

Do you want any more authority on the export scene such as com- 
pensatory payments? 

Secretary Benson. On the question of expanding markets, Mr. 
Chairman 

The CuArrman. Would that apply to wheat? 

Secretary Benson. We have a lot of authority that applies to 
surpluses. 

The Cuairman. What is that? 

Secretary Benson. On the question of expanding markets we have 
broad authority for the movement of surpluses after they get into 
Government hands. 

The CuarrmMan. How else can we move them? Why can’t you get 
food to hungry people? 

Secretary Benson. They are moving in the largest volume in our 
history—ever in our history. 

The Cuarrman. But not enough? 

Secretary Benson. We have never had exports during wartime that 
even approached our exports in the past 2 years. 

The Cuatrman. But even the President went to the extent of send- 
ing this letterto you. You presented this message to us. 

Secretary Benson. Yes. 

The Cuarrman. Right south of the border is a friendly nation of 
ours. They are having starvation that is rampant and we sit up here 
north of the border and, apparently, are unable to furnish help. 

Secretary Benson. Mr. Chairman, never in the history of this coun- 
try have we ever been so generous with our abundance; never has there 
ever been so much free food given away to people in need. The church 
and welfare groups al have access to our abundance and they are using 
it in great quantities—never ever approached in our history, 

The Cuamman. The President says that is not enough. 

Secretary Benson. I agree, if there is any possibility to expand it 
beyond where we are, that is what we want to do. That is what the 
President wants to do. That is what I want to do. I am sure that is 
what you want to do. 

The Cuairman. I suppose I am to conclude that you are not asking 
us to give you any authority or any more money for dealing with the 
export problems of American agriculture; is that right? 
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Secretary Benson. I think that is true, except what is in this state- 
ment I made this morning. We ask for an extension of Public Law 
480. 

The Cuatrman. You ask for an extension of Public Law 480, and 
you will get that. 

Secretary Benson. All we are asking for is the same type of legis- 
lation on the basic crops we have on the nonbasic crops. Is that unfair? 
The Cuatrman. Certainly it is unfair, just as I pointed out—— 

Secretary Benson. We already have it on one of the basic crops, 
which the Congress approved last year—on corn. 

The Cuatrman. Yes, sir; but it is not going to help. The Congress 
in 1935 recognized the difference between basic and nonbasic crops. 
You know our problems in the export markets of the world are differ- 
ent on the basic commodities. I do think we know the problems are 
quite different. 

T have no further questions. 

Mr. Hoeven. Mr. Secretary, first of all, I want to compliment you 
on the very comprehensive and fair statement you have made to the 
committee. 

IT am not here to argue with you or to chide you. You have presented 
problems in which we are all interested and which I hope can be con- 
sidered on a nonpartisan basis. We do have a terrific surplus problem 
in this country, of which we are all aware, and we should work 
together to try to solve it. 

First, with reference to the President’s letter in which he requests 
you to take the lead in exploring his “Food for Peace” proposal. 

Is it not the purpose of the Secretary of Agriculture to explore this 
entire field of surplus disposal in every particular? 

Secretary Benson. It is. That is the whole purpose of this letter. 
And, of course, as we go on and study it in even more detail than we 
have in the past 2 years, if we find there is a need for further legisla- 
tion we would not hesitate to ask for it. 

Mr. Hoeven. Is it not the purpose of the administration to direct 
the Secretary of State to confer with the other surplus-producing na- 
tions to see whether or not they can be helpful in working out the 
overall problem ? 

Secretary Benson. You mean the Secretary of Agriculture in coop- 
eration with the Secretary of State ? 

Mr. Hoeven. The Secretary of Agriculture and the Secretary of 
State both. 

Secretary Benson. That is right. 

Mr. Hoeven. To explore every possibility of disposing of the sur- 
plus commodities ? 

Secretary Benson. Yes, sir. 

Mr. Hoeven. Without displacing the regular channels of trade? 

Secretary Benson. Yes. 

Mr. Hoeven. Something has been said about barter. I am glad to 
note that you are in favor of a barter program. I think the chairman 
of this committee, as well as all members of the committee, are not in 
favor of a mandatory barter program. 

Is it your purpose to enhance and expand the barter program in 
accordance with the provisions of the law enacted at the last session 
of the Congress ? 
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Secretary Benson. Yes; and we have so announced our intention 
and are moving in that direction. , 

Mr. Hoeven. So the report made by Mr. McLain that you have 
already disposed of 42 million bushels of wheat is a part of the overall 
program 4 cal rh Ti : 

r.McLatn. This is $42 million in total commitments. 

Mr. Horven. And not related to wheat ? 

Mr. McLain. No. 

Secretary Benson. Part of it is wheat, probably. 

Mr. Hoeven. Now, Mr. Secretary, there has been some reference 
made that you advocate a change in the parity concept. 

I wish you would elaborate on that just a bit. ; 

Secretary Benson. I would like to emphasize that there is no for- 
mula that can satisfactorily be used as the sole criterion for price sup- 
ports or income actions that we know of today in agriculture. 

Parity comparisons, as you well know, only call attention to changes 
which are occurring by themselves, and neither indicate why the 
changes occurred or what should be done about them. 

Parity in today’s agriculture has become a rather weak measuring 
rod. Technicians who study this problem from day to day so recog- 
nize it. 

And parity prices do not indicate how much can be sold of a par- 
ticular comeeliae at satisfactory prices. 

The old parity concept was intended to show broad relationships 
between agriculture and other segments of our economy. 

That is one of the reasons why I thought that the Congress was 
wise in taking action last year in the case of corn to move to the 
average market price, because that is more realistic. It is very hard 
to keep a commodity parity formula entirely up to date with our 
agriculture changing as rapidly as it is changing today. 

If, however, the Congress in its wisdom decides it wants to con- 
tinue that as the basis for price supports then we think we must have 
broader discretion, as we have for most commodities today. 

Mr. Hoeven. With reference to the conservation-reserve program, 
I have always been concerned about the lack of farmer participation. 

Will you agree with me that such a program must be made, first of 
all, attractive to the farmer? 

Secretary Benson. Yes. 

Mr. Horven. And, secondly, that it must be so managed as to not 
enhance surplus production. I refcr particularly to the Corn Belt, 
where we are now producing more corn on less acres. 

What guarantee do we have that this is not going to continue in 
the future? 

Secretary Benson. Do you want to comment on that? 

Mr. McLain. I think one of the approaches that must be made 
with the conservation-reserve program, if it is going to do a real 
job—and a lot of people are interested in seeing it do that—is that 
whole units must be taken out, because to the extent that you take out 
a part of a unit you take the poorest acres. Farmers are the smartest 
people on earth. They do not give you the best acres when you take 
part of the farm. And they will do everything they can on the rest 
of the farm to step up their production. This is just natural. And, 
certainly, no one can criticize that. 
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When you take the whole unit out you eliminate this problem. 
That is why in the signup we had for 1959 the high percentage of it 
moved in this direction. We made it more attractive for the full 
units, and about 75 percent of it was such. This does something in 
the area of production. 

Certainly, we would be happy to get suggestions from this com- 
mittee on that as to any improvement that we can make in the 

rogram. 

. Mr. Hoeven. Must not this be done within certain limitations? 

Mr. McLain. Yes, 

Mr. Hoeven. It was proposed on a statewide basis in the State of 
Nebraska and had to be withdrawn. So you have to impose limitations, 

Mr. McLain. There have to be limitations on not taking a whole 
community out, because immediately when you go too far you hurt 
the little businessman, the small-town businessman, the fertilizer 
dealer, the implement dealer, the cotton ginner, and others. Currently, 
we have limitations beyond which our State committees will not let 
land be taken out. 

As we move along, this will have to demand more attention, because 
obviously, to dislocate a whole community would not be a good thing. 

Mr. Hoeven. Is the Department ready to state its position on 
whether or not soil-bank payments should be made in kind rather 
than in cash, or both cash and in kind ? 

Mr. McLain. We have permitted under the previous acreage- 
reserve program payments to be made in kind. Personally, we see 
nothing wrong with that. 

The only thing that you have to acknowledge, Mr. Hoeven, is that 
when you make payments in kind, they must be related to the market 
value of the commodity at that time. And to turn loose too much 
of a commodity at a time when you have too much in the market could 
be quite market depressing, if you did not put a limit on how low you 
would go with the price, if the price started down. 

There are dangers in this that most people recognize. The wheat 
people particularly realize this. When we permitted it under the 
acreage-reserve program. they demanded that we not make it attractive 
because they did not want wheat to be flooded back into the market 
as the result of these payments at the time they were harvesting the 
rest of their crop. I think this ought to be explored. To the extent 
one we can use our surpluses to make the payments it is all well and 

ood. 
Mr. Horven. Would not that be a step in the right direction ? 

Mr. McLarn. To the extent we can do it without ruining the market, 
we are doing it. 

Mr. Hoeven. The suggestion has been made here, Mr. Secretary, 
that you are responsible for the accumulated large surplus of wheat 
and cotton and corn. I think we should clarify the record. 

Whatever was done was done by virtue of the laws enacted by 
the Congress of the United States ? 

Secretary Benson. We have simply administered the laws that were 
on the books. Of course, the problem is the problem of Congress. 

We make recommendations for changes. 

We have operated under the old laws and we still are. 

Mr. Hoeven. In other words, you administer the law passed by 
the Congress and do not make the laws? 
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Secretary Benson. That is correct, sir. 

Mr. Horven. I believe that is all. 

The CHarrmaNn. Mr. Poage. ; ‘ 

Mr. Poaar. Mr. Secretary, I hope that I can refrain from going 
into too long a discussion. 1 will not promise, I will just hope. 

There are some things, some specific items, I believe that we ought 

0 into. ‘ 
e n the soil-bank problem I think we are all interested in the actual 
working of the soil-bank program. 

As F endevetond it, tape. ter al of the program should be recom- 
mended in the future—is that the recommendation ? 

Secretary Benson. It should be extended. : 

Mr. Poacr. If you do recommend an exténsion, do I understand 
that you do not mean to expand—you mean to keep on with the same 
number of acres you now have? ee 

Secretary Benson. If you extend it with the commitments we al- 
ready have there will have to be some expansion, I presume. 

Mr. Poacr. Well, that is not clear tome. Which do youmean? Do 
you simply mean that you feel that it should be expanded or that it 
should be extended for 3, 5, or 10 years? Obviously, we will agree that 
Congress must appropriate the money to carry out the existing com- 
mitments; you agree to that? 

Secretary Benson. Yes. 

Mr. Poaaer. So do we. 

Would you add additional commitments to take in other farms? 
That is the point I am not real clear on. 

Secretary Benson. Yes; we would. 

Mr. Poacr. You would? 

Secretary Benson. Yes. 

Mr. Poace. To what volume? 

Secretary Benson. I think, if I recall correctly, there was provision 
in the budget for a 1960 program limitation of $375 million. 

Mr. Poaep. In the budget ? 

Secretary Benson. Part of that would be taken to pay the annual 
pee on the commitments already made, and the balance would 

for expansion. Mr. Hamilton is here. He could break that down, 
probably. 

Mr. Poagr. If I understand the figures correctly, you will have 
enough money under this budget to take in apnroximately 5 million 
additional acres in 1960—that is, the fiscal year 1960? 

Mr. McLarn. Let me try to answer it. 

Mr. Poacer. Yes. 

Mr. McLatn. We asked a 1960 authorization of $375 million in the 
budget. After 1960 the authorization for getting new contracts 
expires. 

We feel that the authorization ought to be extended past 1960, so 
that we can then proceed in the fall of 1960 to negotiate contracts for 
1961. If we wait another year we cannot do that. 

We are in the process of trying to get a firm decision on the exact 
amount of the advance authorization for an extended program and 
= will present that to you. We are not in position to do that 

ay. 

The 1960 budget requests a $375 million authorization for the 1960 
program. 
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If we continue the program in 1960 as it is currently, we could 
get, I think, in the neighborhood of 5 to 6 million acres more. 

Mr. Poace. If you continue at the same rate of appropriation 
that you have at the present time, after 1960 you would not be able 
to take on anything, would you? by xs 

Mr. McLain. This will gradually taper off. This is one of the 
considerations that we are going to have. 

Mr. Poageg. It will not gradually taper off—you will have used 
up all of it in 1960, and in 1961 you would not be able to sign up 
an additional acre unless we increase the appropriation, would we? 

Mr. McLarn. About 2 million acres. 

Mr. Poacs. How? 

Mr. McLarn. We will not need all of the funds for the annual 
payments. We can use about enough to take care of 2 million acres 
the way we currently project it. We will have tables to present to 
the committee when we get into a discussion of this. 

Mr. Poage. That is why I think it is extremely important to un- 
derstand whether you are asking for extension or expansion because 
as I see it you ask for a substantial expansion of the conservation 
reserve program, but you do not ask for a substantial amount of 
additional money, and without the substantial amount of addi- 
tional money you simply cannot increase substantially the amount 
of acres that you will take in. 

Mr. McLain. Again, Mr. Poage, the budget for 1960 does not 
have anything to do with what we are saying in this statement. 
This statement merely asks that we extend the program after 1960. 

Mr. Poace. What I am wanting to know now is, do you think we 
ought to extend the act for a larger amount than the 3375 million ? 

Mr. McLarty. We will be prepared at the time we discuss it be- 
fore the committee to give you a firm answer on that. We cannot 
do it today. 

Mr. Poage. You do not know at the present time? 

Mr. McLarn. Because we have not given it proper study, Mr. 
Poage. That is right. 

Mr. Poace. That is all right. Then we understand that you are 
not actually asking the Congress at this time for an actual expan- 
sion of the conservation program of the Soil Bank Act? 

Mr. McLain. We have asked to have it extended. 

Mr. Poace. You only asked for an extension of what we now 
have, but you are not presently asking for any expansion ? 

Mr. McLatn. That is correct. 

Mr. Poace. Now, let me ask you, Mr. Secretary, do you share m 
view that to be really effective the soil bank program must ack 
a point where it must take out enough acres to reach a critical point, 
to have some real effect, and until you reach that point you will 
achieve very little except you will take out a few more acres of the 
least desirable acres in farms over the country, and are we not going 
to have to take out something in the neighborhood of 40 million acres 
to have an appreciable influence on our national production ? 

Secretary Benson. Of course, Mr. Poage, it will have to be more 
than what we have got now. By the end of this current time we 
estimate we will have in the conservation reserve 23 million acres. 
Much of that is land of average or better productivity. 
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When the program started originally the tendency was to get the 
lower producing lands. We have increased the rate somewhat, and 
this inducement has appealed to the owners of some of the better 
lands. 

We will have 23 million acres by the end of this current period. 

Mr. Poace. Twenty-three million acres is not enough to show an 
appreciable effect upon production, is it? 

ecretary Benson. I think we will need some more, I really do. 

Mr. Poagr. Do you think 

Secretary Benson. I think it will help. k 

Mr. Poacr. Do you think 40 million acres is somewhere in the 
neighborhood of the point at which you should shoot? 

Secretary Benson. I will have to check that with our technicians, 

Mr. Poace. Let me ask you about another problem that came be- 
fore us a day or two ago which relates to the watershed problem. 

Secretary Benson. Yes. 

Mr. Poacs. Watershed loans are now made under the auspices 
of the Farmers Home Administration, acting under the authority of 
the Watershed Protection and Flood Prevention Act of 1956. 

The Congress added a new section authorizing you to maké loans 
to municipalities and other local organizations to finance a share of 
the cost of the structures that were built in connection with the water- 
shed projects. These loans were meant to be inducements to these 
municipalities and these other agencies to participate in the water- 
shed program. 

We learned much to our surprise in the committee from some of 
the representatives of the Department that they were not making 
them that way, instead that you were requiring a condition precedent 
to those loans that the municipality must.show that it could not bor- 
row the money anywhere else. 

Congress passed that law with the idea that we could encourage 
these municipalities to participate in these small watershed programs. 

We did not state they had to prove poverty. We did not even state 
that the Farmers Home Administration should handle these loans. 
We gave the authority to the Secretary. And while I do not mean 
to say there was anything wrong in delegating it to the Farmers 
Home Administration, it frankly never occurred to those of us who 
were on the committee at that time that it would go there because we 
had looked upon it as a soil conservation program and one that could 
be handled in that agency. 

I just want to get it straight that that is the policy of the Depart- 
ment, is it not, not to make a loan to any municipality unless the 
municipality can affirmatively prove that it has no other source of 
credit from which it can get the money. 

Secretary Benson. May I make a general comment, first, and then 
I may have to call on someone else to give you specific answers. 

Of course, we had to put the operation of the program somewhere 
in the Department. And because there was a large element of credit 
involved in it, it seemed advisable to put it in Farmers Home. 

Mr. Poage. I am not criticizing. 

Secretary Benson. Soil conservation does provide some of the help, 
as you know. 











42 FARM PROPOSALS OF THE ADMINISTRATION 


Personally, I would think that it would be wise, generally speaking, 
unless it is in conflict with the intent of Congress to require that local 
communities get credit from local sources, if the credit is available. 
I would like to call on Mr. Scott, who is here to speak. There may 
be a policy to the effect that you have indicated. It has not been 
called to my attention specifically. 

Mr. Scorr. Mr. Poage, when this bill was under consideration, 
Assistant Secretary Peterson was the Department’s witness and he 
testified in favor of this loan provision where it was needed, where 
credit was needed of this type to assist in carrying out the program. 

_We have a regulation that is very similar to the one that is pro- 
vided under the earlier wise’ tare, Public Law 399, 75th Con- 
gress, Ist session. 

Mr. Poacr. The Water Facilities Act. 

Mr. Scorr. The Farmers Home Administration has been adminis- 
tering it for a number of years, and this regulation is very similar to 
the common practice in the Farmers Home Administration. It is 
not meant to as municipalities of credit if they need it. 

As a matter of fact, it is our feeling that practically all, if not all, 
of these smaller communities would be able to get credit under this 
regulation. Regarding the large municipalities, there have been a 
few of them that have inquired about this credit. We think there 
should be an effort made to determine whether or not they can get 
private crédit on reasonable terms and conditions. 

We do not expect to permit this consideration of ability to borrow 
elsewhere in any way to defeat the purpose of this law. 

Mr. Poaceg. Mr. Secretary, Mr. Boot pointed out that you had Mr. 
Peterson come up here and say that we ought to pass a law that would 
provide that the Department would make loans when it was shown 
that the local agency could not secure it otherwise, but disregarding 
Mr. Peterson’s statement—in spite of that—Congress went ahead and 
passed a law contrary to that. That is, what Mr. Peterson recom- 
mended. He made the recommendation. It is in the record. We 
know he made it. He was only one witness. There were other rec- 
ommendations to the contrary. And the Congress wrote a bill that 
did not embody Mr. Peterson’s recommendation. 

We feel that the bill we wrote is the law and not the recommenda- 
tions which Congress did not accept. The bill we wrote set out the 
terms on which the loans could be made, and give you authority to 
make loans on the terms and conditions of the law. I believe we gave 
you some leeway there, up to 50 years—we gave you some leeway, but 
we did not give you general leeway on it. 

And we told you that the law says specifically these towns shall be 
eligible to borrow money, that you should make loans to these munic- 
ipalities to pay for their share of the costs. 

We provided the rate of interest, which was a relatively low 
rate of interest, as you know. We provided that to make it attractive 
to the towns. 

As a matter of legislative history, there was pending in the Congress 
at the same time another bill, in another committee—maybe it had 
already come out and was on the floor—providing for similar loans 
in connection with small reclamation projects without any interest 
charged at all for 50 years. It simply provided that in a reclamation 
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project, that they would not pay any interest for 50 years. This com- 
mittee, as I say, was fully aware of that. 

We did not want to say that people would get the money without 
paying anything to the Government. We wad to let them pay back 
what it cost the Government and then let them have the loan. 

We did not say to let them have it if they could not get the money 
anywhere else. 

e did not say that if they could not get the money at 8 percent, they 
can borrow it, or if they could not get it at 5 or 3 or 3.07—we did not 
say that at ali—we just said that the Government would advance the 
money for 50 years and charge the going rate of Government money 
which was a more onerous burden on those communities than was im- 
posed by the reclamation bill. 

Secretary Benson. Mr. Poage, I presume, in view of the fact that 
we had a somewhat similar program in operation, and we had this 
provision in our regulations, that we more or less copied the same plan. 

Would it be the recommendation of this committee and of the Con- 
gress that we bypass the local credit when it is available? 

Mr. Poage. Yes, definitely, it is. We are not asking that you give it 
for nothing. 

Secretary Benson. I understand that. 

Mr. Poace. The reclamation bill provides money for nothing. 

Secretary Benson. It is spelled out in the legislation. 

Mr. Poaar. That is right. It is spelled out. And they get their 
money for nothing for 50 years, 

We felt that a somewhat similar provision should apply over the 
Nation as a whole, but we did not want it to cost the Government any- 
thing, so we said, “Pay what the Government pays.” That is why we 
charged any interest, because we did not want to impose a burden on 
the Government, or to simply give these people a subsidy without any 
return to the Government. We said, “Pay what the Government 
pays.” But we did not go on and say “You have to go out here and 
prove that you cannot borrow money anywhere else, before you can 
borrow from the Government.” 

That is the only difference between what this bill and the reclama- 
tion bill did. 

I do not think there is any difference except the area involved and 
the interest item. The reclamation bill provides for no interest. And 
it does not require proof of poverty to qualify. 

You do not believe, and ao not, either, that we should apply that 
kind of a test to the reclamation projects. Why should we apply it 
to the man in North Carolina or the man who lives in Oklahoma when 
it is not applied in Wyoming or in California? 

We simply said in this bill that we wanted this program to be avail- 
able across the Nation. 

The fact that the Farmers Home Administration is making loans 
under the Jones water facilities bill 

Secretary Benson. The water facilities bill, 

Mr. Poacr. That was a bill to try to help people who could not get 
credit anywhere else. That is what the bill tried to enable people 





todo. This was a bill in which we were setting up a flood prevention 
program. We thought it would be desirable if the municipalities 
could come in and take part in the program. We wanted these mu- 
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nicipalities to come in. Because we wanted them to come in we tried 
to make it attractive to them. 

But. your regulations have made it completely unattractive. I am 
sure you are not probably aware of it, but you have not made one 
= loan under the terms of this act—not one. So we were told last 
week, 

I do not think you can very well defend a program as carrying out 
the will of Congress when you have not made one single loan. 

What is more, you will not ever make a single loan the way you now 
interpret the law. 

Of course, it is not fair to say that you did not make any loans 
because Congress did not mean for any to be made, that we were 
simply perpetrating a fraud on the people. We surely thought and 
intended that this program should i. just as usable as the similar 
reclamation program. 

Secretary Benson. I am sorry, I am not familiar with the details 
of this, but I think it would be well if when Mr. Peterson gets in town 
today that some of us come up and sit down with you and go over it. 

Mr. Poacr. We hope you will. 

Secretary Benson. And go over the regulations. 

Mr. Poace. We hope we will not be told that because you sent a 
witness down here, Mr. Peterson, and that he expressed—— 

Secretary Benson. No, no. 

Mr. Poace. The thought that it ought to be confined to—— 

Secretary Benson. We want to follow the will of the Congress. 

Mr. Poace. That he thought it should be a part of the Jaw and 
we do not think it should be—and we did not embody it. We are 
still told because Mr. Peterson expressed those views that we should 
have written the law that way. The fact remains we did not follow 
his views. 

Secretary Benson. We want to carry out the views of Congress. 
We will be glad to come. 

Mr. Tracue. If I understand correctly, Mr. Poage, the reclamation 
projects in the West do call for interest on the municipal-industrial 
purchase of the project. 

Mr. Poace. But pending at the same time that this bill was pend- 
ing—at the same time this bill was before the House of Representa- 
tives—there was the Engle bill which specifically provided the same 
provisions for these small additions to be used by municipalities that 
this bill provided. That came on the floor of the House at the same 
time. We passed this bill first. But at that time the reclamation 
bill was pending giving part of the country very favorable terms. 

Mr. Tracur. I have several reclamation projects in my district. 
And the industrial and municipal portions of those projects do pay. 
interest. 

Mr. Poace. I grant youthat. Iam talking about what was pending 
in the Congress at the time this bill was before us. I am sure you 
are familiar with what was in the Engle bill, and the purpose of 
that bill was to change that. That is what it was intended to do. 

Secretary Benson. We will be in touch with Mr. Poage. 

The CuarrMan. Yes. 

Mr. McIntire. 
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Mr. McIntirz. I was in on this discussion the other day. And, as 
Mr. Poage has brought out the legislative record is not as clear on this 
point as it might be, and not in consonance with Mr. Poage’s thinking 
and appropriate approval of intent at the time the legislation was 
written. 

I think the record should also show that in consideration of those 
applications pending at this time that it was the opinion of the Farmers 
Home Administration that this kind of financing was necessary, and 
that it was not a deterrent to the consideration of any loan application 
now before the Department. 

Secretary Benson. Thank you. 

Mr. Poace. I want to say that I do not want the record to go un- 
challenged on that. I think it is very definite there has not been 
a single loan made. I do not know anybody who is going to ask 
for them under these terms and conditions. 

There are 25 applications pending now, I think, but several have 
been withdrawn, according to Mr. Smith. And, of course, people 
are losing interest in such a program. Obviously, they will lose 
interest in it. 

The first application was from the city of Colorado Springs. 
Eventually the city of Colorado Springs withdrew it. That is exactly 
the kind of application we intended that should be considered. We 
wanted to a it possible not only for the city of Colorado Springs, 
but for Bangor, Maine, to come in on the same kind of a program 
which they could not do unless we provided it in the law. 

Mr. Scorr. May I comment on that just a moment? It is my un- 
derstanding that the first application under this bill for a loan was 
from Colorado Springs. 

I understand that the mere mentioning to them that there was going 
to be consideration of whether or not they could borrow at reasonable 
terms and conditions resulted in their going right ahead and. getting 
the money and completing the project. 

There have been 25 applications filed under this act and they are 
in various stages of processing. Two or three of them have been 
withdrawn. I looked into that recently. 

Mr. Poacr. That is exactly what I say it is doing. It did prevent 
the city of Colorado Springs from participating. That is what you 
have been telling us. When they had found out that is what the 
Department said they had to do, they withdrew and did it in some 
other way. That is what I am telling you. I do not know how 
many applications are pending for municipalities. Most of them 
are not. 

The CuatrmMan. For your information, the information was not 
readily available, but we were assured that it would be furnished 
to the committee and the dates that the applications were filed and 
by whom filed. 

Mr. Poacr. You just confirmed exactly what I have been saying, 
that you have adopted a program that prevents cities from doing 
exactly what we intended them to do. 

Mr. Scorr. I am merely pointing out to you that the city of Colo- 
rado Springs went ahead and accomplished the purposes that were 
provided under this act. 
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Mr. Poace. We realize full well that without any watershed pro- 
gram that the city of Colorado Springs has the financial ability to go 
out, build a 5,000 acre-foot dam and pay for it. We recognize that 
full well. And so does the city of Denver, and the city of Chicago. 

But we wanted these cities to help on these watersheds, to encoura, 
the building of these watershed projects, so that there would 
storage in ‘the small dams. And if they are going to have to finance 
all construction as they now finance it, we offer no encouragement at 
all. Certainly, anybody who has got the money can go out and build 
any kind of a dam he wants to build, if he can get a permit to do it 
from the proper water authorities. 

Mr. Scorr. The first year there was an appropriation of $114 mil- 
lion, if I remember correctly. That would not have gone very far 
in financing the large cities. 

Mr. Poace. How much did you have in the budget ? 

Mr. Scorr. That is what it was. 

Mr. Poace. You got all you asked for? 

Mr. Scorr. I expect we did. [Laughter.] 

Mr. Poaace. Mr. Benson, I want to ask you about this ratchet provi- 
sion you have mentioned this morning. As I understand it 

Secretary Benson. Well 

Mr. Poace. The President states in his message—and I understand 
you adopted this—that you felt it would be better to abandon our 
parity system and use the most recent, or some recent, years—you did 
not say exactly what vears—the Farm Bureau said the past 3 years— 
the 3 most recent years—— 

Secretary Benson. That is what the Congress decided in the case of 
corn, and it seemed to me—— 

Mr. Poace. You recommended that the Congress do that, and you 
would be satisfied with that, would you not? 

Secretary Benson. I think, Mr. Poage, it may have to vary with the 
individual commodity, but generally speaking: 

Mr. Poace. I do not care whether it is one, two, or five—any recent 
years you want to take in the base period—and you then suggest, or 
the President suggested that you should have the authority to an- 
nounce support prices at between 75 and 90 percent of what that base 
was, did you not? 

Secretary Benson. Correct. 

Mr. Poace. That means, of course, that you have the right to an- 
nounce the support prices that are 25 percent below that base, does it 
not ? 

Secretary Benson. That is correct. 

Mr. Poace. That is right, is it not ? 

Secretary Benson. Yes. 

Mr. Poace. All right, how much below the recent base have our 
basic supported commodities been—how much below the recent sales 
has the support price been on these basic commodities? 

Secretary Benson. Well, it would vary, Mr. Poage, with the indi- 
vidual commodities. 











Mr. Poace. Have any of them been as much as 25 percent below? 
Has the recent market price on any supported commodity been as 
much as 25 percent below the recent market price? 


Secretary Benson. No, I think not. 
Mr. Poace. I did not think so, either. 
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Then if you were to reduce the support price to 25 percent below 
the recent market price you could completely destroy the effect of the 
support on any commodity, could you not? 

ecretary Benson. Mr, Poage, I could do that on all of the non- 
basics where I have complete discretion. 

Mr. Poace. I know you cau now destroy all support on the non- 
basics, but I am talking about cotton, and I am talking about wheat, 
and I am talking about tobacco—if we give you this authority that 
you ask, you can completely wipe out the effects of the support pro- 
gram on any basic commodity, can you not? 

Secretary Benson. No, 

Mr. Poacr. Why? Let us take cotton with which I am more fa- 
miliar, probably, than — others, where the support price last year 
was 82 percent, was it not 

Secretary Benson. Yes—— 

Mr. Poace. And 25 percent less would bring you down—— 

Secretary Benson. But you do not have to put it a 25 percent less, 
Mr. Poage. 

Mr. Poacr. You do not have to? 

Secretary Benson. There may be cases where you want—— 

Mr. Poace. Understand full well you would have the authority to 
retain it up to 90 percent of the recent market price, 

Secretary Benson. Surely. 

Mr. Poacr. You would have to make a 10 percent deduction if you 
wanted 

Secretary Benson. And there may be cases where 90 percent, that 
is, at 90 percent the market price would be above that level. 

Mr. Poacr. Let us see on what commodities. 

Secretary Benson. On the competitive basis. 

Mr. Poacr. On what commodity ? 

Secretary Benson. Take soy beans, for example. 

Mr. Poage. Let us take cotton, soy beans are not a basic commodity. 
We are talking about cotton, wheat, tobacco. Let us confine ourselves 
to those three. 

Secretary Benson. On some types of tobacco it may. 

Mr. Poacr, Let us confine ourselves to those three. Let us confine 
ourselves to those, cotton, wheat, and tobacco. We will confine our- 
selves to those. 

Secretary Benson. Yes. 

Mr. Poacer. Tobacco sells for a little bit above the support price, 
does it not? 

Secretary Benson. I think that is right. 

The Cuarrman. If you took the last 3-year average price of Flue- 
cured tobacco it would be 54.9 cents a pound. 

If you took 90 percent of that it would be 49.4 cents a pound. 

You would immediately reduce tobacco 5.5 cents a pound. 

And if you brought it down to 75 percent of the average you would 
cut the tobacco price 13.8 cents. 

Secretary Benson. You do not, Mr. Cooley, cut the price—the price 
has been substantially above support. 

The Cuarrman. That is what [ am telling you. 

Mr. Poacr. Every one of these commodities have been. 

Secretary Benson. But suppose the support had been 10 percent 
lower, the market would still he above it more than it is now. 
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The fact that you change the supports when the support is below 
the price level does not bring the price level down. 

The Cuarrman. The point he is trying to make is that if you had 
your policy in effect the price supports would become inconsequential. 

Mr. Poage. It would be utterly meaningless. 

Secretary Benson. But if you mean by “meaningless” that it is not 
pegging the price, it is not fixing prices, then the answer is correct. 

Mr. Poace. In other words, if you have this program in effect you 
make it absolutely certain that price supports for tobacco, for wheat; 
or for cotton, will not raise the market price; that is right, is it not? 

Secretary Benson. Over a period of time this price fixing by Gov- 
ernment usually does not maintain the price. Usually, you get into 
trouble and you price the commodities out of the market. 

Mr. Poaace. If we put your program into effect in the marketing 
year of 1959 it would mean that cotton, wheat, and tobacco would 
necessarily sell for a lower price; would it not ? 

Secretary Benson. No; not at 90 percent. 

Mr. Poace. I did not say 90 percent. 

Secretary Benson. If you went all the way to 75 

Mr. Poace. The world price 

Secretary Benson. If you went all the way to 75, it would be near 
the world price. Noone is proposing that. 

Mr. Poace. Secretary Benson, the world price on cotton is about 66; 
is it not? 

Secretary Benson. It is in between. 

Mr. Poacr. Maybe 67, it is right in that neighborhood; is it not? 

Secretary Benson. I think very close. 

Mr. Poacr. The recent price on cotton. You do not tell us what 
years you propose to use. Of course, I do not know, but if you take 
this last year, the recent price on cotton was the support price; was 
it not ? 

Secretary Benson. Right. 

Mr. Poace. Now if you take away from that and lower that by 25 
percent you are way below the world market price, are you not, so 
that your support would do nobody any al the next marketing 
year ? 

Secretary Benson. If you went all the way under the given hypo- 
thetical case that you mention, you would still have a mechanism for 
orderly marketing. However, no one is saying that we will go all 
the way. 

Mr. Poaar. You did not say you were going all the way, but even 
the Farm Bureau was afraid to give you that power—and so I am 
dreadfully afraid to give you the power you ask. I do not know 
why you ask for it if you do not intend to use it. 

Secretary Benson. Mr. Poage, all we are suggesting here are some 
alternatives to correct a very bad situation. 

Mr. Poacer. Tell me what the alternative does? That is what I am 
trying to follow. Let us see what this alternative does. If you did 
not do anything except the very minimum that you would be required 
to do, you would have to drop the price of cotton by another 10 percent. 
That would be the best alternative under your proposal. You have 
to drop it by, at least, 10 percent. That would drop it down to 74 
percent of parity. 
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Secretary Benson. It drops the price only if the price is resting on 
the support and you have large supplies overhanging the market—the 
result of unrealistic programs. oa ; 

Mr. Poace. That is right. And in the case of cotton it is resting on 
the support, is it not ? 

Secretary Benson. It is today—it is. 

Mr. Poace. In the case of wheat ? 

Secretary Benson. In the case of tobacco it is not. In the case of 
dairy products it is not. 

Mr. Poages. I asked you on wheat. 

Secretary Benson. In the case of wheat it is. 

Mr. Poace. The market price is resting on the support price in the 
case of wheat ? 

Secretary Benson. Yes. 

Mr. Poace. Then the absolute minimum effect of what you aro 
saying is would be to reduce the price of cotton by 8 cents ? 

Secretary Benson. Yes, it may. 

Mr. Poace. And you could codian it 25 percent ? 

Secretary Benson. That is correct. 

Mr. Poace. Now then, the Farm Bureau was ready to give you the 
authority to take it down 10 percent, but they were afraid to give 
you the authority for 25 percent. 

Secretary Benson. We simply asked—— 

Mr. Poace. But the President asked for 25 percent. 

Secretary Benson. For greater flexibility for the use of that pro- 
vision. 

Mr. Poacr. All the Farm Bureau asked originally was that you 
have the flexibility to take it down by 10 percent, if you wanted to— 
they did not say you had to—but the President comes and says that 
you must take it down 10 percent, and you can take it 25 percent— 
is that not right ? 

Secretary Benson. I think under the Farm Bureau recommenda- 
tion it would have been 10 percent. 

Mr. Poage. Did they not propose to give you the authority to drop 
supports to not less than 90 percent of the average market price, of 
course, they used that phrase that sounds so good to farmers, “not less 
than 90 percent”—not of parity as many people still think but of the 
3-year average market price—not less than 90 percent of the 3-year 
average market price—wasn’t that it—and that means that you could 
reduce it by 10, or could reduce it by 2, or could reduce it by 5 percent. 
Anyway they were evidently afraid to grant you more authority than 
that, but you are asking that Congress tell you to cut by at least 10 
percent, that is, they were willing to give you 10 percent, and then 
you want authority to go on down to 25 percent. Why do you want 
25 percent if you do not think it is necessary ? 

Secretary Benson. It is conceivable that in some cases in order to 
recapture markets, in order to preserve markets and hold on to mar- 
kets, competitive conditions may arise whereby you would want to 
be a little less than the 90 percent of the average market price of the 
last 3 years. 

Farmers do not spend price. They spend income and that is price 
times volume. 
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It is important to farmers that they havé markets. We are losing 
markets now in the case of tobacco. We have lost markets in the case 
of wheat. We have lost markets in the case of cotton. 

This can go to the point where it is much more serious than the 
10-percent difference in the current price on the limited production 

Mr. Poace. You point out that the thing may go to a point where 
it becomes serious. 

Secretary Benson. Yes. 

Mr. Poace. Let us make it real clear that the proposal of the Presi- 
dent can go to a point, to use your words, where we will completely 
eliminate the effectiveness of any support price on cotton, wheat, and 
tobacco. 

Secretary Benson. No, the support price would be there as a floor 
and provide orderly marketing. That is really the big function of the 
support price that it will play over the long run. 

Mr. Poace. That is, you mean the world price will be something 
above the support price ‘ 

Secretary Benson. That is a good place to have it. 

Mr. Poace. That is an excellent place to have it, if that floor is 
high enough. 

Secretary Benson. That is right. And I am perfectly willing that 
that support price be just as high as we can have it consistent with 
facilitating marketing, permitting the commodity to flow into con- 
sumption, permitting us to build markets rather than to destroy them. 

Now, if that be 90 or 100 or 110 I am perfectly willing to be there. 

Mr. Poacr. You will have no argument with me about the desir- 
ability of that. I know that your views are quite firm that we would 
be better off not to have any price support. 

Secretary Benson. No, I have never said that and I do not feel it 
now. I have said that the price support mechanism can be used effec- 
tively to help facilitate marketing, to help promote orderly market- 
ing, but when it is used as a means of trying to fix prices, it destroys 
markets, piles up surpluses and imposes controls which, I think, are 
bad for farmers. 

Mr. Poacr. Would it be fair to state then that you agree that it is 
undesirable to set a support price higher than the market price ? 

Secretary Benson. Except, possibly, during periods of emergency, 
I think. 

Mr. Poacr. Do you think at the present time it would be desirable? 

Secretary Benson. Here you are dealing with an average market 
price, not talking about 1 year—you are talking about an average— 
and I think that you would not want the average less than 3 years, 
probably. There is not anything more realistic than the average 
prices of the last 3 years as a basis for setting your supports, rather 
than using the base back in 1910 to 1914. 

Mr. Poace. I thought you just said that these prices that are con- 
trolled by price supports were unrealistic. 

Se ok Benson. They are unrealistic when they bring out of a 
formula which, I think, is outmoded and out of date, support levels 
at a point way above competitive levels which price the commodity 
out of the market and pile them up in Government warehouses. We 
cannot continue in that way. 
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Mr. Poace. And what you are saying, as I understand it, exactly 
what I am saying, that you believe that support prices should not be 
higher than the world market price? 

Secretary Benson. There may be times, Mr, Poage. There may be 

ears when it would result in an accumulation of some commodities 

cause you would have an especially heavy crop, The wp DYES price 
would be up near what you felt the market price would be on com- 

etitive levels. And it might be higher—the market price might 

ave gone lower, but for this 1 year you would have an accumulation, 
but over a period of years it would be used in a way so that the com- 
modity would flow into consumption and not into Government ware- 
houses. 

Mr. Poace. Would you be willing to say in dollars and cents, what 
the support price ought to be at this time on cotton ? 

Secretary Benson. No, I could not say that offhand. Of course, 
we have got a program on cotton. 

Mr. Poacr. I know, but we are talking about changing the pro- 
gram. Where would se like to see the support level go? Would 
you like to see it go as low as 60 percent? I am not talking about the 
market price. 

Secretary Benson. I think in the long 

Mr. Poacr. Would you like to have the support price as low as 60 
percent ? 

Secretary Benson. It is not a question of where the support price 
should be. It is a question of using the support mechanism in a way 
to facilitate the marketing and to encourage these commodities to 
flow into consumption and to build markets. 

I think every commodity in agriculture over the long pull must 
be competitive in price and in quality and in promotion; otherwise, it 
will be in difficulty. 

Mr. Poace. Where should it be? 

Secretary Benson. I do not know whether it should be 60 percent— 
the world market fluctuates, you know. 

Mr, Poace. I am talking at the present time; I am not talking 
about 50 years off. 

Secretary Benson. The domestic price would have to approach 
more nearly the world market or else continue the subsidy program 
which we have now, which is 8 cents a pound, beginning with the new 
marketing year—it is 614 cents now. 

Mr. Poace. I would like to ask you as to the 1-year extension of 
Public Law 480? You recall that I suggested last year a 1-year 
extension because I felt we had not worked out the details. Would 
you go along with the idea that we should work out a program which 
will enable the people whom we deal with under Public Law 480 to 
have some assurance for several years ahead that they might know 
what they could do under the program ? 

Secretary Benson. I have felt, Mr. Poage, as I think I indicated 
before this committee last year, that this Sedation was conceived 
as emergency legislation. 

‘I think it is appropriate for the Congress to review it very year, 
and that is the reason we suggested a 1-year extension. 

Last year I think the Congress saw fit to extend it for a year and 
a half, and we did not object to that, but I think it is g for the 
Congress to review it periodically. 
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Mr. Poage. Accepting that viewpoint, would you agree that we 
ought to have during those periods when it is in effect and it will run 
for, say, 10 years—at least over a substantial period of time—because 
I can see no way whereby these underdeveloped countries can do 
proper planning of their own economy when they cannot know from 
one year to the next what they can expect to get from the United 
States—I cannot understand how we can expect them to take these 
commodities when they do not know whether they will build up a 
substantial demand next year, and then the next year be faced with 
a complete cutoff—can any country afford to deal with us on that 
sort of basis? 

Secretary Benson. Many of them have certainly been willing to, 
Mr. Poage. I would question very seriously the wisdom of extending 
it for as long a period as 10 years or even 5 years. 

Mr. Poace. [ am not asking now about extending the basic act. I 
am talking about making long-term commitments so long as the law 
is in force, as we now do with the soil bank. 

Secretary Benson. Yes. 

Mr. Poacr. We have extended the soil bank. It has 1 more year to 
run, but the contracts you have entered into, that is, today are binding 
for 10 years; that is, some of them. Would you go far enough on 
Public Law 480 to say that we should have the opportunity to make 
contracts that will last for as long as 10 years? 

Secretary Benson. Well, 10 years is quite a long period. I am not 
in position to say today, but I do think you have got a point there. 
I would be very willing to discuss it with you. And I would like 
to consult with our technicians about it. We have not reviewed that 
phase of it, really. 

Mr. Poace. I think it adds greatly to our ability to deal with foreign 
countries and greatly to our ability to help these foreign countries, 
because I do not think they get the maximum help from what we give 
them or sell them if we do it on a hand-to-mouth basis so that they 
cannot do any planning whatever regarding it except the 365 days— 
I think it is more advantageous to the whole world if we would let 
these people know, just as we let the American farmers know what 
they can do on their soil bank for a substantial period of time. 

Secretary Benson. Well, certainly, I think you have a good point, 
one that is worthy of careful study. 

The Cuatrman. Mr. Dague? 

Mr. Dacuer. I want to thank you, and to compliment you on your 
presentation, upon its clarity and, also, upon the patience which you 
have shown and with which you have responded. 

I want to compliment our chairman and Mr. Poage for what I 
believe is a sincere interest in the presentation of their problem. 

I do not know of anything that the farmers in my district want. 

None of this colloquy interests me at all. 

Your policy is the proper one. 

I merely want to compliment you for it, and to assure you that I 
am for you. 

I notice impatience on both sides of me, on the part of these agri- 
cultural experts, so I will not take any more time except to say again 
that I sincerely thank you. 
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Secretary Benson. Thank you. 

The Cuarrman. Mr. Grant? 

Mr. Grant. Mr. Secretary, I, certainly, am not included in the state- 
ment of my friend from Pennsylvania when he refers to agricultural 
experts, but there is one thing that I cannot understand. I am not 
criticizing anyone. However, I might say this: There has been a 
good deal said about cotton. There has been nothing said about the 
announcement by the Department of a few days ago when parity 
was refigured, amounting to a reduction in the price of cotton this 
coming season of about $5 a bale. And I am certainly not putting 
that on the doorstep of the Secretary. However, I would like to know 
what has caused this reduction. ; 

I received a telephone call from a gentleman the other evening in 
which he wanted to know if that was so; that is, if this refiguring of 
parity would amount to approximately $5 per bale. I told him I did 
not know if it would amount to $5 a bale, but after telephoning the 
Department several times, and talking with the staff here and with 
others, the information was given me that what the farmer has to 
buy is up and what he has to sell is down, but in the refiguring it 
has been found that he has more money to spend than formerly. 

One thing that interested me was that the interest and taxes were 
down. 

However, I notice that in your statement at the bottom of page 2 
and the top of page 3 the statement : 

This has created problems for our farmers that they are powerless to control. 
It has affected and will continue to affect adversely net farm income, 

Higher taxes and other factors have also added to the farmers’ burdens. Like 
all other citizens the real value of his bonds, life insurance, retirement programs, 
and other dollar savings has been eroding away. 

I am just trying to find out so I can tell the farmers of my district 
who grow cotton what it is that they are buying that goes into the 
making of cotton crops that has come down. I am trying to find that 
out. 

It is an awful thing to have a drop like this when he is trying to 
make arrangements to make his crop for the coming crop year. 

In fact, the farmers in my district are in the shape of this boy who 
was working in the grocery store in my district some years ago during 
the so-called depression, when a good many banks closed, and that 
was due to the fact that they went busted. He got his check cashed 
at the bank on Saturday mornings. 

He went to the bank, and the cashier told him that the bank had 
failed. 

The boy said, “I do not understand.” 

The cashier said, “Well, haven’t you heard of a bank being busted ?” 

The boy said, “Yes, but this is the first time I ever had one bust 
right in my face.” [Laughter.] 

This thing has busted in the face of these farmers down there. And 
it has been a hard year for the cotton producer. That is just one 
observation. 

Another observation, Mr. Secretary, is this: Do you have any notion 
of what has gone down that seriously affects cotton to the extent of 
$5 a bale? 

Secretary Benson. Congressman Grant, the revision of the Depart- 
ment’s price indexes, including the parity index, is a matter of good 
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statistical practice. We try to keep it up to date. I am not a statis- 
tician. I donot follow it in any great detail. 

From the standpoint of policy we have simply asked our technicians, 
most of them men in the Department long before I came, to do the very 
best job they can of revising these from time to time, to keep them up 
to date and to make them as accurate as possible. 

This work is in the Agricultural Marketing Service. ‘That is under 
Mr. Oris Wells. Mr. Wells is out of the city, but Mr. Stauber is here, 
and I understand the calculation has been largely under his super- 
vision. I have not talked to him, either, before or since the study, but 
I would like to have him respond to your question and give what 
information he may have available. And if he does not have full 
information then Mr. Wells can supply the additional information 
for the record. 

Mr. Grant. Thank you. 

Mr. Stavser. This is a rather complex problem, the question of the 
parity index. I will attempt to clarify the point which you have asked. 

Let me state this, first, that in constructing a price index we collect 
prices currently from month to month, or from quarter to quarter, of 
the prices in the areas where the farmer buys his supplies, the things 
that he buys for living, and the things that he buys for production. 

Up until this last period the quantity factors which were used in 
giving weight to the different items were based on the pattern in the 
years 1937 to 1941, which was before the war. 

These two indexes, the index of prices paid by farmers and the index 
of prices received by farmers were until this recent release, the only 
two major indexes prepared by the Federal Government that had not 
been brought up to date as far as the bill of goods which they repre- 
sented was concerned. 

At the hearings for appropriations for the fiscal year 1956, the 
Department asked for, and the Congress granted, funds for a survey 
which had the purpose, among other things, of determining the way 
the farmers were spending their money, the amount they spent for 
goods bought for production purposes, how much they spend for food 
and for clothing and for other items in the total bill of goods which 
they purchase. 

In that survey, which related to farm expenditures in 1955, we went 
out into the field in the early part of 1956 with a rather extended ques- 
tionnaire and asked the farmers for detailed information as to their 
expenses in the calendar year 1955. 
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When we got that information analyzed and put — it provided 
the basis for us to determine the proportion of their expenditures 
which went for living items, for farm production, the proportion for 
taxes and other things. And on the basis of this information—and I 
should add that we had some additional sources which we drew upon 
to get the best information which was available—on the basis of this 
the data which we had indicated that the expenditure pattern of 
1955 showed a larger proportion of the total expenses for items bought 
for production purposes, and a smaller percentage, a smaller propor- 
tion, of the total expenditures for living expenditures and for the 
items of interest, taxes, and wages. : 

That is not to say that the total expenses for these items were 
down. It merely meant that the relative proportion of the total 
expenditures were down. 

it is those relative proportions that provide the weights for the 
major components of the index. 

Also, on the basis of this survey we reviewed the entire commodity 
structure. On the basis of that review we dropped a number of com- 
modities which were indicated as no longer of primary importance, 
and added a number of others which the survey showed now to be 
important in the purchase pattern of the farmer. 

The Cuarrman. If I may interrupt you, did you say you dropped 
certain commodities and added certain other commodities ? 

Mr. Stravuser. Yes, sir. 

The Cuatrman. Would you send us the information showing what 
commodities were dropped and what commodities were added ? 

Mr. Sravuser. I will be very happy to do so. 

The Cuatrman. And the weight given to each of the commodities ? 

Mr. Srauser. I shall be very happy to doso. 

(The information to be furnished is as follows :) 

The following tables cover the items added and those dropped during the 1959 
revision of the Parity Index. In general, a new item was added when expendi- 
tures for it amounted to one-half of 1 percent of the average amount spent by 
farmers for all items in the particular group. On the other hand, when purchases 
of a given item no longer met this test, it was dropped from the index. In 
addition, a number of items have been redefined to permit a more clear-cut 
description of the price series to which they apply. 

Attention is called to the fact that this is not a complete list of items either 
in the old Parity Index or in the new index as revised. Two hundred sixty-nine 


of the items carried in the old index have been retained ; 136 prices series have 
been added ; and 71 items in the old index have been dropped. 
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The. Parity Index: Items added, their weight and relative importance in the 
1959 revision 








l 
| Average | Average | Relative 








quantity |jexpenditure| importance 
Items added Unit purchased | per farm in the 
per farm | for 1955! | index June 
in 1955 ! | | 1958 2 
j ap * | 
Food and tobacco: 3 | | Number Dollars | Percent 
RIE MOON AL... hd cndns sobiwsddeatbivecncdak PURGE: Joh i casi } 22.3 | 11. 44 0. 21 
Frying chicken---..-..- aii ppuniiceng neni ime’ . aCiiapears | 28.9 | 16. 12 | 20 
a he a IE CDSE SAS IER SE a 335M 522 dod sca } 26.4 | 13. 00 | 25 
Frome heddogk—..........-s-.-.4-- wining bw it Di canyatedons |} 22.8 10. 40 | 18 
Neo a i aniennnsincansancdessehineeuas Se IR. « ccemnnen | 33.3 28. 08 44 
NE a eee | Pound. .<..-.....- | 26.3 7. 80 .12 
I a Ta salen sel sae | 37.3 | 7. 28 12 
Canned peaches............---------------- | Piedecceent nce -| 37.6 } 11. 96 | 20 
Canned pine: eos Re Cieteccka tered ini lL cetedl PE ctemctcnadl . ten 6. 76 | 14 
i icc cc onncmieinantinkwkawoun SRE IN asi odetockciinkacl 5. 38 6. 76 | 10 
ae MR ERM | Carton of 6........| 44.5 14. 56 "95 
EE EE aaa ee ee remee Ser eee enearr = a | 13.4 14. 04 24 
Clothing: Women’s slips, nylon_....----- chal i POG si ncn cscnge 2. 49 9. 87 15 
Household operations: | 
SE ee 6d atoms 194 29. 44 | . 55 
NS Oo obser dwdambsnndendeanpeuee Annual subscrip- 2. 02 5.72 .12 
; tion. | | 
en ee ee Flak eset conser ua 110 | 19. 31 .43 
eS ee ae Ee | 5. 55 | .10 
Parcel post, zones 1 and 2...-....-.- ---.---| 74% pounds. .---- 3. 59 1. 83 | .03 
Household furnishings: 
Sheets, 81 inches by 108 inches_......-....- i ainda a ti | 1. 20 2. 93 | 04 
no eetahibmecictiloeents ee udebkldelton 3.17 } 1. 45 | . 02 
Dinette sets, table and chairs_...........--- as iva dab bso cicotenbia 0466 | 4.19 .06 
Refrigerators: | | 
8-cubic-foot capacity. -.-......---.-.-- le aa .0100 | ‘ 228) .03 
10-cubic-foot capacity .........--..-- cae Tia ttieccabedcnasaul 0112 3. 47 . 04 
11-cubic-foot capacity ..........---...- Ra idaabe Saas . 0186 7. 56 | . 08 
Home freezers: | 
OS EE Se eee .0168 | 5. 88 .07 
PII 5 écatierenb i) enn dO ec cnscccpe . 0102 3. 86 | .05 
eee fale Sere | .0103 | 4.18 | 05 
18-cubic foot capacity -----.------ sade + Pes me 0164 | 7. 44 | .09 
Electric toasters, pop-up- ---.------- atic SE celcnatiare oil 154 | 3. 29 | . 04 
Television sets: 
IE ed iciiesinieieenrmnnmindigiewdedennl ove andi asthe | 0498 8.07 | -_ 
al a aa 166 | 36. 21 | . 54 
Building materials, house } 
Tongue-and-groove roofers, 1 inch by 6 | 
a en wg uiee al | M board feet_...-- . 0168 1.73 | . 04 
Oak flooring: | | | 
a eletaeeiteanenrel Sens ea . 0128 3. 52 . 08 
yy ee beset ate aehokrel Bp iickeaetwe | . 0147 3. 44 .07 
Asbestos siding shingles. Signin sl So a ve ee ee | . 109 1.61 | . 04 
Plywood, interior, 44-inch : after dressing. -| 100 square feet. -.| 204 | 3. 22 | . 06 
I ee eek amen 1,000 brick occ . 0237 | 1. 57 . 04 
y= Ee ere — 4 he 1. 56 8.21 | . 21 
Kitchen cabinet ----- Each... wae -121 | 7.17 | 17 
Electric cable, 2-wire, nonme tallic, sheathed | 100 feet-.---- os .808 | 5. 23 | 12 
Galvanized-iron pipe: 
1A- inch...... Spiel pcnahtiananentiinn PGS oitedinscon 9. 41 3. 54 -10 
SE acct ated a ook .do rer 10.6 1. 65 .05 
Kitchen-sink basin, single, ens ameled cast | SE iicaditonhs aa 8 4.05 | .10 
iron. } 
Bathtub, 5-foot. enameled cast iron--------.}...-- he axicetnntbin . 0465 4. 21 .10 
Toilets, Water, china- pias as pe co mmaiiaiac . 0627 | 2. 34 | . 06 
Mixing faucet, sink, chrome I cies wsacames ae ee . 242 2. 73 .07 
Auto and auto supplies: 
Used automobiles . apace pial Acainbadked ciaigiManRoa abi Pee . 0832 | 52.10 | .90 
New }4-ton pickup ERR ee a * ae . 00726 | 11. 90 | .21 
Used 44-ton pickup truck ---.......----.-- SRS xs sinbeusconie O18 | 5. 29 -10 
Antifreeze , permanent --.-.---- iiceevenienteh Gallon. .-..-- ‘edit 48 2. 56 . 03 
Lubrication, all makes Se 5. 37 6. 60 ll 
Motor tuneup, Ford, Chevrolet, ‘Plymouth.|.....do_-.-.------- 5.14 25. 86 . 44 
Feed: 
Grain sorghum-.- i anak alin onesie aa timed 4.38 8.75 12 
Turkey growing mash.............-.-.-.-- 100 pounds | 3. O8 | 15. 18 23 
Mixed dairy feed: 
14 percent protein------ oan ; san Sonia 3. 71 | 13. 89 . 20 
16 percent protein -- ‘ : . iced a uk Rica cieiia 12.9 | 47.91 -70 
18 percent protein sictcaslvene ee ek sala 3. 83 | 14. 36 | 21 
20 percent protein _----- iscsacaptar sil arealastesck nsaeiotitcaeiaeenea , oil 3. 03 | 12. 05 | .18 
ES nae ...do icbilihinccomand 1.39 5.77 | . 08 
Soybean meal, 44 percent “protein ere a eee 2. 01 8. 69 | . 36 
Cottonseed meal, 41 percent protein._......|.....do_..-----..-- | 604 | 23. 76 13 
Mixed hog feed: | 
14-18 percent protein_......--.-...-.---- pein”, es 42. . . 64 
ss eercinina eee ainiewneenome | 6. 75 36.19 | 55 


See footnotes at end of table. 
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The Parity Index: Items added, their weight and relative importance in the 
1959 revision—Continued 





Average Average Relative 
quantity jexpenditure| importance 





Items added Unit purchased = farm in the 
per farm or 1955! | index June 
in 1955 ! 1958 3 
Feed—Con. Number Dollars Percent 
Beef cattle concentrate or supplement, 30 | 100 pounds...__... 7.35 33. 68 0. 48 


percent protein. 
Livestock (no items added). 
Motor supplies: 











i rebeee Getc 2) OG Biiccnscscasactcencncusca ie iaduceeaue . 124 13. 31 .21 
Antifreeze, permanent - -.- aun tlanbiahtinaeel SS See eees ak 1. 90 5.73 09 
Pi dajcdecttdenncetbesnenéeuel li endoneoseonnts 6. 81 34. 26 63 
Lubrication, all makes.........-.----------|----- a ie 6.11 7. 1 13 
Motor vehicles: 
A dinncadcdimnulbd«ancnchouseseeinen ae Se re 0542 33. 90 . 52 
Used 44-ton pickup trucks. --........-- cb sciik a tit eget . 0311 13. 95 . 22 
Used 156-00 240M WUCKE ss... 2c ccenccenccels dase ees 0104 5.16 . 09 
Farm machinery: 
Disk plows, 2-disk _ _.......- icdimiinneanel SS . 0103 2.79 . 06 
Ok 4 aS eee OS cranial . 00253 2. 05 . 04 
Disk harrow: 
TR, CANOE. «nc nidbaccscndeconsnmeeebetaiad teen . 0160 4.14 . 09 
TE, 9006... ccdcnccocncsnecnssodbees nic isinnsaennenta . 0109 2. 92 .10 
SE Sui tncnmmgipesiqnpuiniapicadi suteibenal Ch eee . 00352 1.91 . 04 
Springtooth harrow, 2-section.__....-.....- ran gap ere ‘SE ~ > easaawet@utloncceeisne 
Cultivator, 4-row, tractor attachment_---..-|.....do.-.-......-- . 00433 2. 45 . 05 
Manure loader, tractor attachment, hy- -|_.... ies. ccienkeeded . 0109 3. 84 . 09 
draulic type. 
Corn planter: 
2 row, with fertilizer attachment-_.--.-..|....- Ws sc vcleetlastesin . 0221 6.45 .14 
Or NE... nacencdenaadoun eee et a . 00441 2.14 . 05 
Mower, tractor-drawn or mounted, 61006. .1.....cOBn « once cnssed . 0162 4. 87 ll 
Hay rake s, side-delivery, power takeoff. a caeanlsoacrebneaals . 0190 7. 26 .10 
Pickup baler, auxiliary-engine. ipa ciaongienmtadi nae i cwtntantaek . 0118 27.2 . 52 
Combine 
Auxiliary engine, 5- to 6-foot._.....-.- ie eamee Sea acces . 00523 10. 31 . 22 
Power takeoff, 7- to 9-foot.............- See ee tate . 00174 3. 02 .07 
Self-propelled, 10-foot.__...........-..- aa 3s eauaueaks . 00217 10.3 . 22 
Self-propelled, 14-foot._..........-....- anus 6 xemenuateas . 00150 8. 39 .21 
Cornpicker, husker, l-row_...............-- ae a wales . 00646 6. 98 .14 
Cottonpicker: 
Tractor attachment (not including 
tractor). eee ee . 000385 2.01 . 04 
Es ae ees ibiinwatin « cokawdicdil . 000241 2. 31 . 04 
Farm milk cooler, side-door type w ith Sa Sra tcasaten . 00234 1.12 . 02 
compressor, 6-can capacity. 
Bulk milk cooler, complete with com- |_....do.__...-.---.- . 00387 9. 70 19 
pressor, 300- to 400- gallon capacity. 
Gas engines (2.1 to 3.5 horsepower) - die NS aacetdeinteeieita . 0324 2. 97 05 
Farm grain elevators, portable, double 
chain 
28-foot stdet aaraatialasdee tates akiusee i aka . 00718 2. 93 . 06 
a a Be kee ie . 00958 4. 51 . 09 
40-foot aS al ate Se ee is Gua eee Ee ee . 00505 3. 04 . 06 
Equipment and supplie 8: | 
Gasoline, regular, filling station. .........-- RS swindecnccas 12.0 3. 48 . 06 
ae ara aa ‘ SS eS 19. 70 . 29 
Range or furnace oil___- mo ..do. a teatiie 25.4 3. 86 . 06 
Soft coal (bituminous), pre pared sizes_. Doce ; ’ . 109 1, 83 . 03 
DDT, wettable powder, 40-50 percent.....| Pound.-.........- 95.3 38. 41 . 53 
2-4 D. ae la > Gallon. Seca 2. 31 10. 06 .13 
New pots ato sac ks, “burlap, printed, 100- | 100__-_- anit . 301 4.90 . 07 
pound. 
New bags, open-mesh, 50-pound - --_--- | 100... si iia . 0484 . 88 Ol 
New hampers, 1-bushel, with cover __-- 100____- ia . 209 7. 09 | .12 
Fruit box shook. : idouwimnkee init ase dabicwing 5. 48 2. 52 . 04 
Lug box shook... as sins wile aan a citciauiaecrced 4.74 1. 37 . 02 
Vegetable crate shook. - ‘ ..| Crate. --. 6. 35 3.33 . 05 
Barbed wire, 4-point- .-. = | 80-rod spool. -_._- . 602 5. 87 | .10 
Baler twine . wii Pound - .-. oF 8.99 2.31 .13 
Muslin, 36-inch, “unbleached __- ied SC Casaccben 12.8 3.81 . 06 
Gas engines, 2.1- to 3.5- horsepow i sociakal WE ote . 0813 7.46 oun 
Motors, electric, 14-horsepower. ; ig eS id dagen . 268 5.19 08 
Brooders, gas-burning, with canopy--.--.---..]---.-do_.--- eds . 0745 3. 30 | . 05 
Farm milk coolers, side-door, 6-can__-_- ‘ eo be . 00382 1. 84 . 03 
Telephone, local-service _- scadacsocenct : 3. 84 13. 29 . 24 
Farm magazines _ _-_-_- ; Annual subse rip- 3. 44 2. 51 . 06 
tion. | 
lst-class letter mail nindbnk oalcoch ante an ikae id 85.0 2. 55 | 04 
Building and fencing materi: als: 
Flooring, yellow pine-___- on .....-| M board feet__..-- . 0148 3. 34 | 07 
Paint, interior wall.. 5 ee ee ee RE ec coaches . 568 2.99 ° -07 


See footnotes at end of table. 
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The Parity Index: Items added, their weight and relative importance in the 
1959 revision—Continued 














Average Average Relative 
quantity |jexpenditure/ importance 
Items added Unit purchased farm in the 
per farm or 1955! | index June 
in 1955 ! 1958 3 
Building and fencing materials—Con. Number Dollars Percent 
ae er 100 blocks.-.....-- . 782 18. 61 0.43 
Insulating board, }4-foot, interior_..........| M square feet----- . 0368 2. 84 07 
Domestic water systems, including motor, | Each.......---.--- . 0676 12. 58 20 
controls and tank. | 
Fertilizer and liming materials: ¢ | | 
Mixed fertilizer: | | 
TT ee ne I cn chebenwonee a . 0412 1.70 (5) 
| Sacagepenel egepiatatsmenemunng | seat ndoceenenane 135 10. 40 15 
ind did acpumetoanaegcstatcneed ladivel theta é mmbans . 0352 2. 68 04 
Re Ne catsengunts sacle teataliptsAittacacaaietaies Sata a tac i 086 6. 63 .00 
Gypsum (land plaster) _.......-..-- wbsakew RS | ee . 170 2. 59 03 
Tedine Mover......4...<5--<. ee ‘ I es sian ; 1.14 95 | 01 
Tall fescue, Alta and Kentucky-----.----- 100 pound... __.--. 0881 | 1.71 08 
Grain sorghum, open pollinated__..-.......|..--- iiiaces : Le. 2.92 | 04 
ne ie deer Cr caenpsSneawe MO nite ecuwe 379 | 4.74 | .07 
te ibs cindicphaipscsacimoceenseessabaencesce-=o] 8 EE | 1. 40 | ‘08 
a ick Sieted hala ins estntireiaiinncints Hl | 1. 58 .02 
SE nncnccbieesepissakp sud achhisch ey Ge ancsneonel 682 | 6. 23 13 





1 Estimates based on the “ Farm Expenditure Survey’’; includes allowance for similar items for which no 
series of prices are available. 

2 Percentage of indicated total expenditures for commodities and services, June 1958. 

3 Estimates based on the ‘“‘ Household Food Consumption Survey, 1955.” 

4 As indicated by Agricultural Research Service report ‘‘Commercial Fertilizer Consumption in the 
United States, 1954-55.” 

5’ Added to the index in September 1958. 


Source: Agricultural Marketing Service. 
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The Parity Indew: Items dropped during the 1959 revision, their weight and 
relative importance * 


—— 





| Quantity | Expendi- | Relative 
| 











Group and item Unit purchased | ture per |importance, 
per farm, | farm, 1955? 1955 2 
1955 2 
Food and tobacco: § Number Dollars Percent 
EE tee Livsccradewsutdbbiecap te calle nad OE cnnennet 3. 64 0. 044 
DE Chndie vctcoqionwiGddncsvershansteda RE 6. 33 3.12 . 038 
Clothing: 
Men’s leather jackets.........2.-..........- eee e . 0733 1.51 .018 
Men’s rubber ov ershoes, without buckles. .|.....do..........-.. . 0252 .74 .009 
Women’s coats, wool, heavy, with fur trim |...-. i ..-| .00187 . 98 .012 
Women’s straw hats, WE ccs cicccameaieal _ See 2.03 1. 34 . 016 
Women’ SmM0sd, COTLOM... 2. cise ccecnccccocenaledsds ia kidonnsditiiaaiited . 799 .43 . 005 
Tard woods, Wereee....... 5d. s ci nc esois a te eclilscccameowal” Ae 1.90 . 023 
Household operations (no items dropped). 
Household furnishings: 
ee oe ee Sede WE Aad bea caccawee . 556 .19 . 002 
Muslin, unbleached... ..........-....ccccnceslecsed lea ls 1. 52 45 . 005 
Cotton mattresses, all felted................ BS oon ccncne . 0371 . 86 . 010 
BOEHRINGER, SEMIN... «<n cccacceseccssces vinahaaala licorice . 0602 1.21 .014 
Water glasses, plain --___- tk ate a Gesell I hc cateclacall . 799 . 46 . 006 
Refrigerator, 9 cubic foot capacity - pinned ¢ cll tirdaro’d wkend . 005 1.13 .014 
Radio phonograph, console... ......- sodetldiged O08 Sree wd len . 00521 74 
Building material, house: 
Drop siding: 
Pine, C and better. swcbvdnaciiednane yl MO PIRES ik . 00154 . 32 . 004 
PI Sc ceticacdubosdccaséucohdbaieenen PES ‘a . 00152 . 24 . 003 
ae, WED... ee ceohit 5c UAE, BE . 00103 .19 . 002 
Bevel siding (weatherboard): 
Pine: 
C and better... acces ivumenaégieeustllieacenedtinaat 00221 41 . 005 
eer Os. sess dc chic Lee oe Sm ititeivst . 00143 .21 . 003 
Cedar, B jp otk antlals iain Sdae . 00185 . 28 . 003 
Yellow pine flooring, under B sind deecbele LAs ELEY . 00280 . 44 . 005 
Fir flooring: 
Band B Sse sk . 00140 . 36 . 004 
Under B-.-. ; ewwceltadaan WL wee . 00113 .23 . 003 
Linseed oil. . “Gallon... ....--- : . 104 . 28 . 003 
Auto and auto supplies: 
Inner tubes, 6.70 by 15. =A 5+ cens nn LAs od bt Sit . 310 1.13 .014 
Batteries, 51 plate_. : oc OO MEd . 0351 . 68 . 008 
Spark plugs. ----.-- idwinod tdi wwd Mas aeeeelen Misc. a ee 1. 26 . 015 
Feed: 
Wheat Bushel 1.18 2. 38 . 029 
Mixed dairy feed, under 29 percent protein 4. ‘ Hundredweight 24.9 93. 98 1. 130 
Soybean meal 5_. ; sac. j 1. 68 7.27 . 087 
Cottonseed meal ¢ ; cieauee IN Giatnsis va caches aa 20. 58 . 247 
Meat scrap... j siligap tian aiachoe . 292 1.47 .018 
Tankage. . ‘oe - suawieth ceeds etl. atacand . 260 1.36 . 016 
Corn cluton...._- ; ééae acd tues as . 397 1. 36 . 016 
Hominy feed... -.- ‘ e snes caer . 246 . 84 . 010 
Millrun.__. ptnnwha hd rates do.... . 241 .70 . 008 
Livestock (no items droppe d). 
Motor supplies: 
Kerosene... - Gallon... ...._. . 0168 .3l . 004 
Inner tubes, 6 70 by 15... Each..-- . 538 1.96 . 024 
Motor vehicles: Crawler tractors under 25 | Each....._.__ . 0000379 -10 - 001 
drawbar horsepower. | 
Farm machinery: 
Corn planter, 2-row, plain_- dewaawan Madi ...5-564-sebis . 0278 7 §. $2 070 
Pickup balers, power takeoff. canted Allee . 00654 $14.64 176 
Combines, auxiliary engine, 8-foot..........|_-._- its 5 . 00412 #10. 31 124 
Cream separator, 551 to 850 ca acity...... ceed atadaa sii . 00290 71 . 009 
Stationary milker pump installation - -___- sS@eacas ed . 0361 105.85 . 070 
Gas engine, 1-2 horsepower...............-- nocnMitdaviensde - 00342 i, 22 003 
Farm supplies: 
EEE: OL Fee eer eens ere ae ee ses RP ke SELL ded CF lécdasdi 
Calcium arsenate_____- 7 _ Pound... ana] * eae 13,27 003 
Scythes (with snath)_.._.___-- dalek OMB csdukselu. bade sbast Ld GF) bi i wcddeadon 
Horse collars. _-...- ; inigestiten deste ania tet E tact . 0499 45 - 005 
Building and fencing materials: 
2 by 4 inch pine, under No, 2... Thousand board . 0100 41.03 . 012 
feet. 
Shiplap, common pine: 4 
No. 2 and better epee! i 0105 1, 38 017 
Under oe place ine acc otalonctinsteceavaqs betesokssonsaedenaeoneee 
a; siding, pornen 105-106; 16 
ine, under C.. : 00535 . 84 010 
Fir, Ween. ...;3)..c.di2....0.0.01.c Mo eee na) ” SL Bis. .cdee 
Barn window sash. _......_- 582 1.70 
EEE OU das etc cxeaccoooceccec€ls. ees Bee Cy" loeeuicdeeee 
Brick, common. 0144 . 69 008 
Poultry netting, 60 inch... 138 1. 28 015 





See footnotes at end of table. 








60 FARM PROPOSALS OF THE ADMINISTRATION 


The Parity Index: Items dropped during the 1959 revision, their weight and 
relative importance *—Continued 





| 
Quantity Expendi- Relative 

















Group and item Unit purchased | ture per _|importance, 
per farm, | farm, 1955? 1955 2 
1955 2 
Building and fencing materials—Con. | Number Dollars Percent 
I Sa Oo OT tn amie Me eebediceewnines . 0364 0. 92 0. 011 
Ee. ed i esaseeenen Wickecestesss . 0101 1. 26 015 
Fertilizer and lime: 
Commercial mixes: 18 
a i i vstinbeet . 0166 | . 68 . 008 
adda aknedte lt Clare on bceseiewniran srila rll Mice des . 0184 | 1. 50 . 018 
St ES ee 1. Se aledinte i ctdincrideacessatieneca . 0135 1,25 .015 
OO, ee SS: ee a | eee . 0219 1. 86 . 022 
ed cing nls a aeeeali nase meinen ids , ae adil dseiceeedieebin |} .0152 1.01 . 012 
Ordinary superphosphate, 18 percent_.___..}....-do_........-.-- . 0337 1.01 012 
Senn superphosphate, 42 percent. -|.....do_......--. i‘ . 0448 20 3. 47 . 042 
ds: 
I De cednesiball Link oedibwencon . 0219 .17 . 002 
Alfalfa, certified, South zone---.........--.-- 100 pounds._..._.- . 00896 . 50 . 006 
ee ee NB En 5 cccascccsJesues Pepbiccdckccectssebtentbacoe ) . Goat 





1 Less than one-half of 1 percent of expenditures for the commodity group, unless otherwise specified. 

2 Estimates based on the 1955 farm expenditure survey. 

3 Estimates based on the household food consumption survey, 1955. 

4 Separate series of prices for under 16, 16, 18, 20, and 24 percent, substituted for mixed dairy feed under 
29 percent protein. 

5 Price series for 44 percent protein soybean meal substituted for all meal. 

6 Price series for 41 percent protein cottonseed meal substituted for all meal. 

7 Price series for 2-row planters, with fertilizer attachment, and 4-row planters, plain substituted for corn 
planters, 2-row plain. 

8 Pickup balers, with auxiliary engine substituted for less common power takeoff models. 

* Combines, with auxiliary engine, 5 to 6 feet, substituted for 8-foot models. 

10 Single milker units substituted for complete milkers, vacuum pumps and double units. 

11 Average expenditure for gas engine under 3.5 horsepower. 

2 Expenditure data for the relative small amount purchased not available. 

18 Expénditures for other arsenicals imputed to arsenate of lead. 

4 Expenditures imputed to 2 by 4-inch pine, No. 2 and better. 

16 Expenditure imputed to rough boards. 

16 Expenditure imputed to drop siding pine, C and better. 

17 Not reported separately on the expenditure survey. 

18 Estimated from tonnages consumed as compiled for the various mixes in the report ‘‘Commercial Fer- 
tilizer Consumption in the United States, 1954-55,’’ Agricultural Research Administration, Beltsville, Md., 
June 1956; expenditures imputed to mixes more commonly bought. 

19 Expenditure imputed to 20 percent superphosphate. 

20 Expenditure imputed to 45 percent superphosphate. 


Source: Agricultural Marketing Service. 


Mr. Grant. Let me suggest one other thing. As I understand it, 
the basis upon which the survey was conducted was not on the growing 
of the commodities which he had, but principally upon the money, 
the increased money that he had—that he had more money to spend 
himself. I believe that you stated what money the farmer himself 
spent was the main factor. 

Mr. Stravuser. The results of this survey, which covers about 10,500 
farmers all over the United States, was the primary basis of this re- 
weighting, and from those results we had to determine for individual 
commodities the average purchases. And by that I mean the average 
quantity which was indicated as purchased during the year 1955. 
Ané from those we built up indexes for the prices he pays for food, 
the prices he pays for clothing, the prices he pays for feed, and for 
the other items that go into the total bill of goods. 

And the relative proportions, the weight factors as between living 
and production and interest and taxes and wage rates, were indicated 
by these data as having shifted from the pattern before the war. It 
was the reflection of those changes which has brought about this 
change. In other words, it amounts to this, that this most recent in- 
formation indicates that the purchase pattern back in 1937-41 is not 
the pattern of purchasing by the American farmer at the present time. 
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We have attempted to bring the index into keeping with the pur- 
chase pattern as indicated by the best information which we were able 
to compile. 

Secretary Benson. May I add that the last revision of these indexes, 
as I understand it, was made in 1950 by Mr. Stauber and his associates, 
who made this one. It is simply an attempt periodically to keep these 
items up to date and to make them as accurate as possible. 

The Cuairman. Does it have the same effect on other commodities 
that it had on cotton ? 

Secretary Benson. I could not answer that offhand. 

Mr. Sravuper. The answer is, generally, yes. There is some differ- 
ence between commodities in that some have.been on the transitional 
parity, but leaving those items, those specific items out, the general 
answer is, yes, that its effect is the same. 

The Cuamman. Thank you very much. 

Mr. Belcher ¢ 

Mr. Be.cuer. Speaking of parity, for a long time we used the base 
period from 1910 to 1914 in figuring parity. In other words that is 
correct, is it not? 

Mr. Srauper. Yes, sir. And 1910-14 is still the reference point for 
the comparison. 

Mr. Betcuer. Then the farmer between 1910 and 1914 was receiving 
100 percent of parity, is that correct ? 

Mr. Sravuser. Not necessarily. 

Mr. Betcuer. Do you not take that period in determining what is 
rarity ¢ 
Mr. Sravuper. I am sorry, I misunderstood your question. 

Mr. Betouer. I say, if you used the years from 1910 to 1914, wheat 
at that time was selling in proportion to all other expenses, on the basis 
of parity, then he would be receiving during that period of time 100 
percent of parity ? 

Mr. Srauser. That is correct. 

Mr. Bercuer. In 1910-14, I was a boy on the farm at that 
period, and I know that my father and all of his neighbors did not 
think that he was getting a good price for wheat at that time. They 
were getting 100 percent of parity, which the farmer today does not 
receive. And during that period of time there were no allotments. 
They could plant all of the acres they wanted and sell all of the bushels 
they could possibly raise, and they could sell them at 100 percent of 
parity. 

; They were dissatisfied then, because everything they had to buy 
was too high in proportion to that which they had to sell. 

Now we have spent a lot of money. We have had allotments. We 
have had a lot of problems that we then did not have. 

I do not pose as an expert. 

I wish I knew how to permit the farmer to raise all of the wheat 
that he can and to sell it at 100 percent of parity and not have to have 
support prices, but I am not that smart. 

I think that my good colleague from Oklahoma, Congressman 
Albert, chairman of the Subcommittee on Wheat, may help. 

So far as I am concerned I have an open mind. I hope that with 
the help of Mr. Albert and all the rest of the committee, we may be 
able to come up with some answer. 
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There is one thing I might say that has brought about a problem, 
so far as wheat is concerned. My district is one of the greatest wheat- 
producing districts in the United States. And the problem is the 
15-acre minimum gadget that we have in the law. 

According to the figures that you quote here in your statement that 
amounts to about 600 million bushels production per year. 

Secretary Benson. No, no. 

Mr. McLarn. Not per year. 

Secretary Benson. 600 million bushels of the estimated July 1, 1960, 
stocks have been accumulated through that 15-acre provision. 

Mr. Bexcuer. Of course, I get complaints from my farmers every 
rear that their allotments go down, while the allotments in other 
States goup. That is a question that is pretty hard for me to answer, 
Yet I know what the answer is, it is to repeal the 15-acre minimum, 
but we did not get very far when we tried to repeal that particular 
gadget. If we are not able to repeal that, it will not help. And at no 
time are these programs going to work. That is one of the objections. 
Without the repeal of that we cannot devise any program that will 
work, because they are now spreading wheat out all over the United 
States. 

We are raising wheat on land that never before raised wheat. 
That has taken away the basis for the actual wheat producer. 

In my area they cannot go to other crops. When you cannot raise 
wheat the income is cut. Yet they can raise wheat in a competitive 
market other places. 

My farmers hold an umbrella over the price that the 15-acre boys 
are permitted to receive. 

I congratulate you upon making that recommendation. I hope 
our subcommittee and this committee will go along with you, at least, 
on that. 

Secretary Benson. Thank you, Congressman Belcher. 

The Cmarrman. Can you stay on longer, Mr. Secretary ? 

Secretary Benson. I will abide by your wishes. I can come back, 
if you wish. 

The Cuamrman. Can you come back, say, at 2 o’clock or 2:30 o’clock ? 
Secretary Benson. 2 o’clock is all right with me. 

The CuarrmMan. Will 2:30 be all right ? 

Secretary Benson. Yes. 

The Cuamman. We will try to finish as quickly as we can after 
30. 

Secretary Benson. Thank you. 

The Cuarrman. We will adjourn until 2:30 o’clock. 
(Whereupon, at 1 p.m., the committee took a recess until 2:30 p.m. 
of the same day.) 


bo 


AFTERNOON SESSION 


The Cuamman. The committee will please be in order. 


STATEMENT OF HON. EZRA TAFT BENSON—Resumed 


The Cuatrman. The Chair recognizes Mr. Albert from Oklahoma. 
Mr. Axsertr. Mr. Secretary, I would like to direct questions in a 
couple of areas in connection with the wheat program. 





Se 


FARM PROPOSALS OF THE ADMINISTRATION 63 


I certainly agree with you that we have a critical situation in wheat 
and that we should try to do something as soon as possible because 
we are going to be under another marketing quota in May. 

The first thing I would like to say is that I am really worried 
about where we are, as a practical matter, on this thing. Represent- 
atives of the National Wheat Growers Association and other associa- 
tions in the Wheat Belt have been to see me repeatedly over the last 
few weeks, including people from my own State, who are not members 
of the Wheat Growers Association, and including the president and 
other representatives of the Wheat Growers Association. 

They are insistent upon a modified form of the two-price or domes- 
tic-parity proposal which my subcommittee reported out and which 
did not receive very favorable consideration from the Department last 

ear, and of course met with a lot of opposition on this committee 
itself, and in the House. 

But they feel that this is the way to solve their problem. The pro- 
posals which you made are completely different from theirs. 

The reason I make that statement is this, that we are up against a 
practical situation. Legislation must be the result of compromise. 

I take it that you and they and I all want to do at least two things, 
to get the volume of Government — of wheat down over a period 
of time, and, second, to do that without wrecking the economy of the 
wheat farmer. 

If the people who grow wheat commercially in this country and 
their representatives in Congress are going to insist upon their posi- 
tion and you are going to insist upon yours what earthly chance as 
a practical matter do we have of getting any kind of constructive 
legislation through the Congress ? 

Tectetiicy Benson. Mr. Congressman, Mr. Albert, we of course 
have given you our very best judgment in these suggestions which 
we have made here this morning in the hope that they would be 
helpful to the committee. 

I recognize that this committee faces a very difficult problem, a 
series of problems, but probably none more difficult than wheat. 

It has been made more difficult because we have continued an old 
program that just has not fitted the needs of peacetime and it has 
had the effect of spreading the Wheat Belt. 

It has had the effect of drying up some of our markets, and of 
course it has piled up very great surpluses in Government hands. 

We have conferred with the wheatgrowers on more than one occa- 
sion in the Department and we stand ready to confer with them fur- 
ther in the hope that we can be helpful to them and through them 
possibly to you folks here in the Congress. 

I have not seen or had an opportunity to study their latest proposal 
but I understand they have a revised or new proposal which they 
have in mind offering to the Congress 

We have not seen that or seen the bill embodying their Jatest recom- 
mendations. I understand it is a rather complex bill embodying a 
number of things. 

This would have to be confirmed and will later no doubt but I 
understand that it proposes two or three prices, two or three price 
levels or levels of prices to producers and it provides for a mandatory 
conservation reserve program, and it would continue export subsidies. 








64 FARM PROPOSALS OF THE ADMINISTRATION 


Of course wheat that is exported now moves under substantial 
subsidy. Fourth, it raises the parity rather substantially by moving 
by the base 1947-49 instead of the present base, and it w ould have the 
effect. of some increase in price of bread to consumers in this country, 

It would probably have considerable administrative problems. My 
mind is open on it. 

Mr. Avserr. I am glad to hear you say that because I am sincere 
when I say that I hope we approach a solution to the wheat problem 
as far as I am concerned. 

I do not think we can do it if everybody sits back and says, “I am 
not going to compromise, I am going to have my way or none”, because 
whea iterow ers have a pretty good program as far as they are concerned 
if they don’t mind adding another billion bushels to the ¢ ‘ommodity 
Credit. Corporation stocks. 

They are still going to get their price support, still going to plant 
their 55 million acres, still overplant and pay only a sm: ral] penalty. 

I say this in all sincerity, that it is time for the wheatgrowers and 
this committee and the Department to try to get together. on a wheat 
bill that will do the two things I mentioned, first, will gradually cut 
down on the surplus, and, secondly, will not wreck the farmer’s 
economy while we are doing it. 

That is my point. 

Secretary Benson. Congressman Albert, I could not agree with you 
more. Of course, we stand ready to offer any possible help we can. 

Of course, when the bill is available, if it is aieaienek we would 
make a very careful study of it and give you our very best objective 
appraisal of it. 

Mr. Avserr. Of course, it will be introduced shortly. There is no 
— about that. 

Mr. Secretary, we have asked different experts from your Depart- 
ment to come in and give us factual data leading up to consideration 
of these and «(her bills. 

The second point that I would like to go into is your own proposal, 
either your main proposal or your alternate proposal. You have 
given us figures indicating that we will have by the middle of this 
year, 300 million bushels of wheat and that will probably go to a 
billion and a half by 1960, and that the Government will have in- 
vested in this wheat something like $314 billion, which is a substantial 
sum of money, and a substantial amount of whe sat, enough to last us 
as you say a complete year and then have plenty over for emer gencies 
the next year. 

Secretary Benson. Yes. 

Mr. Axzert. If we take your first proposal and remove controls and 
let wheat seek its own level, what is going to happen to the wheat 
in which you have $314 billion invested? What is going to happen to 
the price of it? 

Secretary Benson. I do not think, Mr. Congressman, we recommend 
the immediate elimination of all controls. I think it is going to have 
to be a rather gradual transition. 

Of course, the stocks we have in Government hands are going to 
have to be moved into consumption gradually. We have been mov- 
ing great quantities out of stocks and into consumption, but in the 
process or in the meantime greater quantities have been coming in 
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the back door while we moved it out of the front door under the 
high incentive program. 

Mr. AuBert. We can talk about the 15-acre man if we want to and 
that is a political problem, too. 

A lot of Congressmen represent 15-acre wheat farmers and when 
we undertake to pass bills, we have to have votes as well as good 
arguments. 

Wheat growers can produce more per acre than they ever produced 
before, and given g' weather they are liable to be up to 30 bushels 
per acre in another year or two. 

So where is this wheat going to go? You can give away wheat 
abroad, you can trade it, you can sell it for dollars and subsidize the 
sales, you can sell it for foreign currencies. You can give it to charity 
in this country, and still not dispose of all the wheat we have. 

Where is this additional wheat going to go if we free farmers from 
controls and let them plant all they can plant with their increased 
capacity to grow wheat? 

Secretary Benson. I think there are several factors that will tend 
to help balance this out. One, we can remove the excessive incen- 
tive which is now a part of the program and which gives a greater 
encouragement for expansion of wheat production in some areas. 

First of all we will have to move a small part of it into feed. We 
used to feed 200 million to 300 million bushels a year in this country. 
Not very much of it in the Corn Belt. It was mostly out in areas 
where they did not raise much corn, in the noncorn areas. That 
market has been dried up almost completely. It is just a bare trickle 
now. 

Mr. Auzert. On that point while you are on it the domestic parity 
plan that the wheatgrowers offer does permit that very thing. 

Secretary Benson. Well, I think most people that have thought the 
problem through agree that some of it will have to move into feed. 

Some adjustment in the support level will result in some of this 
land that has been in wheat going out of wheat. The conservation 
reserve program, which is moving forward is taking a good deal of 
the so-called marginal land out. 

It is land which produces heavily when we get a good crop such 
as that we had last year. Much of that will go into grass and hay. 

So there will be several adjustments from several angles. If we 
are going to get any reduction in these areas where they have greatly 
stepped up their small acreage, where they may have had a lot of 3 
acres and now 15, there is going to have to be some adjustment in the 
incentive, 

We have had the incentive at a level that has made it profitable even 
for farmers on 15 acres in these areas that normally do not grow much 
wheat to go into wheat production. 

That will have contributed 600 million bushels of stocks by July 1, 
1960. 

Mr. Asert. His stocks do not get into commodity warehouses but 
if he does it adds that to the total volume. 

Secretary Benson. And replaces other wheat in the market, of 
course. 

Mr. Atzert. But how are we going to get away from a substantial 
support program without really hurting the wheat economy? You 
have made a very good argument here. 
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Your second point about the cost price squeeze and inflation, if you 
start driving the price of wheat down when as you admit this infla- 
tionary spiral and the cost price squeeze is going up, how is the wheat 
farmer going to survive ? 

Secretary “Benson. Mr. Albert, of course I have grown wheat a 
good part of my life and I am fully sympathetic with the very 
serious adjustment problem which faces us, made more serious be- 
cause we didn’t attempt to do anything about it earlier. 

We must face up to it realistically as you are trying todo. I think 
we have to use every possible outlet to whittle down the stocks we 
now have on hand but I do not think it will ever be done unless we 
make some adjustment in the incentive level, until we get some of this 
flowing into feed, until we get some of these areas that are now pro- 
ducing wheat which normally do not produce wheat back into grass 
and other ¢ crops; until we get some of this wheat out which is on these 
15-acre tracts where they didn’t grow it. These adjustments are 
going to take a little time but it seems to me they must come. 

Mr. Arsert. Of course, the Department supported the bill that my 
subcommittee brought out a couple of years ago to give everybody 30 
acres. We thought we were compromising there on the feed program 
and now the same people from the same areas want more and they 

rant to grow wheat for commercial purposes without any restrictions 
or want to raise the 15 acres to 30 acres. 

Secretary Benson. We have felt that it was unwise to impose limi- 
tations on a farmer who wanted to grow the wheat and feed it to his 
own livestock on his own farm where it didn’t move into the channels 
of trade at all and didn’t contribute to our total stocks of wheat. We 
have so recommended. 

You did, it is true, increase the authorization from 15 to 30 acres 
where a farmer raised it and consumed it on his own farm for food or 
feed or seed. 

Mr. Aupsert. Mr. Secretary, it seems to me that directly attacking 
the program if I interpret your remarks right there are only two 
things that we might do that will really get at the surplus problem, 
and not hurt the farmer too much immedi: ately. One is to increase 
the conservation reserve. Wecan dothat. 

Secretary Benson. Yes. 

Mr. Ausert. And the second is try to get some method or gimmick 
into the law whereby we can channel about 200 million or 300 million 
bushels a year into feed, because there are no other outlets that I 
know anything about, domestic or foreign, at this time. If we find 
them of course we will exploit them w hether domestic or foreign. 

Secretary Benson. You have overlooked a very important one and 
that is to reduce somewhat the incentive and make wheat more com- 
petitive. That rae help. 

Mr. Auperr. I didn’t overlook it because I prefaced my remark by 
saying, “without materially impairing the economy of the wheat 
farmer.” If we reduce the incentives too much I am afraid that is 
what we will do. 

Secretary Benson. They shouldn’t be reduced too much; but many 
of these wheatgrowers, as you well know, are interested in volume as 
well as price. 
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The old commercial wheat-growing areas that used to raise prac- 
tically all the wheat have been cut back, and as we mentioned this 
morning the Wheat Belt has been spread into other parts of the coun- 
try. 

‘Phat has done real damage. I would like for Mr. Morse to comment 
on that. 

Mr. Morse. Mr. Congressman, these adjustments will take many 
forms. I spoke some time back out in the Pacific Northwest, for in- 
stance, and I talked to a wheatgrower. I said, “Are you combining 
livestock, cattle, hogs with your wheat?” “No,” he said, “I used to 
but I am just a wheat farmer now.” Others reported the same. 

That has happened in many wheat-growing areas. It has long 
been advocated that for stability particularly in the areas where you 
can have wheat failures or near failures, there ought to be livestock 
enterprises combined with wheat. 

You will now find in many wheat areas many farms with no build- 
ings, no fences any more. There is a lot of land being farmed for 
wheat that ought to be in grass. 

In high-hazard wind-erosion areas some adjustment is needed; the 
farmers can adjust their farm programs in a way to maintain their 
net income or essentially maintain it, and especially to improve the 
stability of their income. I speak out of the backizFoutld of 26 years 
of farm management. 

Mr. Atsert. But Mr. Morse, we have a practical situation here and 
we have to goat it practically I think and gradually. 

I do not think we can do it by turning the farmers loose. I think 
that we can tighten up. I do not think you can tighten up as far as 
you suggested in your second alternative because I do not believe that 
we can or should pass that kind of bill. 

I am honest about that. 

Mr. Morse. One of the problems of these programs is that it has 
greatly distorted the production patterns and the farm management 
programs on the farms. 

When you move away from them in the direction advocated here, 
then farmers will go back into better land uses. As was pointed out 
in the Secretary’s statement, they will adjust their programs in a way 
to largely maintain their income, and in many cases have a much more 
stable income. 

Look what happens when we have a bad soil-blowing situation in the 
Great Plains dust storms. Corgress appropriates money to help out 
in stabilizing the soil out there. 

A lot of the land previously was in grass, and under the adjustment 
that should be made it will go back into grass and we will not have 
as big an obligation on the part of the Government when droughts and 
dust storms occur. 

Mr. ArBerr. I think it was brought out this morning that part of 
what we are blaming on the farm program is due to the Korean war 
and good weather. 

If we had no program and good weather we would have 50-cent 
wheat probably if we had the supplies on hand that we have now. 

The Korean war came along and we asked farmers to plant wheat. 
They have been under allotments ever since the Korean war and could 
not open new wheat farms. 
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This was done when there was no program. The program limits 
those who can plant large amounts of acreage without severe penalties, 

Secretary Benson. I agree with you that the farmer is not to blame 
for the situation we have in wheat. 

Mr. Avpert. I say the farmer is not to blame and the program is not 
to blame for what happened in the Korean war and it 1s not to blame 
for the weather. 

Secretary Benson. We needed those incentives during the war to 
help win the war, but when the war ended we didn’t need to go on 
with those incentives producing wheat that we didn’t need. 

We have been slow to make the adjustment in the incentive which 
should have been made a long time ago. 

Mr. Ausert. Let me ask you this: Do you think that we might get 
at this program if your Department turns down the domestic parity 
—— which the wheatgrowers would like to have tried? They 

ave come back again and again on that. 

Would your Department, if you turned that down, agree to a pro- 
— of increasing the support price and substantially reducing pro- 

uction and tightening of controls so that farmers can get a substan- 
tial amount for the wheat that they will produce during this period 
of adjustment ? 

Would you be in favor of raising the support price to 80 or 85 
percent of parity if the farmers will be willing to go down to 45 million 
acres and change the type of penalties to penalties on planted acres and 
to doing some of these other things that you have suggested ? 

Secretary Benson. Congressman Albert, of course that is one of the 
alternatives that we pointed out here, very tight controls. 

Mr. Auzert. But you didn’t point out the increase in support prices 
while you were doing it. 

Secretary Benson. Tightening controls. 

Mr. Ausert. Maybe giving them a bushel allotment. 

Secretary Benson. My own personal view is that that is not the 
direction in which weshould go. I indicated that I preferred the other 
and thought it was better. 

Of course, we stand ready to take a look and to consult with you 
regarding this revised program which the wheatgrowers have pre- 
pared which will be offered as a bill. 

All I can say is we will give you our very best judgment in the 
Department. 

ou wouldn’t want us to recommend something that we felt in our 
own hearts was going to do more harm than good in the long run. 

Neither will we do that. 

Mr. Apert. We want to send something to the White House the 
President will sign. 

Secretary Benson. Well, I would like to see that too. 

Mr. Apert. If we send something down there and we can’t get to- 
gether then we are just going to do the best we can. If you recom- 
mend a veto, then the National Wheat Growers Association and the 


Congress both can say, “Well they vetoed it again, and we didn’t have 
a chance to see whether it would work or not.” 
So you are still going to be spending a billion dollars a year 
and finding more warehouses to put more wheat in that is not needed. 
Secretary Benson. I hope there will be no need for a veto. 
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Mr. Hoeven. I appreciate the fact that we have a wheat surplus 

roblem which tie a solution now. What does the gentleman from 
Oklahoma think about holding a wheat referendum? Perhaps the 
wheat farmers should decide for themselves what kind of a program 
they want. 

Mr. Axzerr. I would be willing to do that. Would the Department 
support an alternative program including the two pene plans or the 
domestic parity plan and one of these programs here ? 

Secretary Benson. Of course, we can’t say until we see what is in 
the alternative. We will certainly take a hard look at any alternative 
that is proposed. 

We have not been able in the past to approve the versions of the so- 
called two-price or multiple-price plans which we have studied. There 
may be considerable changes in this new one. Maybe it will be less ob- 
jectionable. I would hope we could find a program on which we could 
reach a general agreement. 

Mr. Avsert. Since my friend asked me to yield, I hope that we 
will find that the representatives of the Corn Belt are willing for the 
wheat producers in the isolated areas of the couatry to put 100 or 
200 or a million bushels into feed, because that is another one of the 
practical things that we have to have to pass a bill. 

Mr. Hoeven. Will the gentleman yield ? 

Mr. Arperr. Yes. 

Mr. Hoeven. You said a moment ago we had a problem facing us 
in wheat, which needs solution. As far as the Corn Belt is concerned 
we are willing to help you solve that problem if we can. 

However we cannot approve or condone any program which is going 
to result in the dumping of cheap wheat in the Corn Belt, which 
would only aggravate our own corn and feed grain problems. Perhaps 
some kind of compromise can be worked out. 

Mr. Avpert. If we do what the Secretary has recommended in his 
original allocation there is only one thing we can do and that is to 
make wheat competitive to corn. 

Thank you, Mr. Secretary. 

The CHatrMan. Mr. Gathings. 

Mr. Garuines. Mr. Chairman, I was invited to make a little talk 
last fall, and on going into the banquet room I met my host and he 
said to me, “You have been invited over here to talk about agriculture 
matters, and we are agriculture folks.” He said, “I just want to say 
to you that we do not want you to rawhide or lambaste Secretary of 
Agriculture Benson in your talk.” 

I just found out then, Mr. Benson, that you had some friends even 
down in the Midsouth. 

Secretary Benson. Thank you, sir. 

Mr. Garuine6s. But they were in the minority. [Laughter.] 

Secretary Benson. May I say, Congressman Gathings, I think their 
number is increasing, but be that as it may, if it will help solve the 
problem to lace the Secretary of Agriculture then you go right ahead. 

Mr. Gatuines. Well, I will say this, Mr. Benson. They always 
say that you are honest and honorable, and that you are conscientious. 
a they agree with you or not they do say that, the people that 

serve. 
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Right at that place were you are sitting, Mr. Springer, of Lllinois, 
sat at the hearings on the extension of Public Law 480. He made one 
of the most forceful and far-reaching proposals to this committee that 
it had been my privilege to hear during those hearings. 

He was well versed in the subject. He traveled about over a good 
part of the world and had studied problems of the disposition of 
surplus agriculture commodities. 

He suggested that what we need to do is broaden out the program 
and make these commodities available over a period of years, not 1 
year or 2 years or 3 years but maybe up to 10 years as suggested in 
the program introduced by my colleague, Mr. Poage. 

He suggested that what we need to do is to make credits available. 
The Russians were doing that. The Russians move into these markets. 
They will swap, they will trade and offer credits over a period of 
years to liquidate the indebtedness. 

There is one thing that our people who farm in the Midsouth are 
interested in and that is moving surpluses. They want to see this 
cotton, corn, rice, wheat, and the other commodities move mto the 
channels of trade. 

I realize that you have a very difficult task. You have a large De- 
partment and it is very hard to keep up with what is going on. Iam 
sure you know of the fact that the cotton barter program has been 
sidetracked completely in the last few weeks. You are aware of that, 
are you not? 

Secretary Benson. No, I think the barter program has not been 
sidetracked completely. As a matter of fact, we are stepping up the 
barter program now. 

The CuHarrMaAn. He said as to cotton. 

Mr. Gatuines. The cotton barter, the bartering of cotton has been 
sidetracked. 

The CHarrman. I would like that to be cleared up because Mr. Me- 
Lain left me under the impression this morning that the bartering 
since last fall involved cotton. 

As I understand it now, in the last 60 or 90 days cotton has been 
sidetracked completely. 

Secretary Benson. We have the official figures. We will be glad 
to provide them for the record. 

The Cuarrman. When was the last cotton used in a bartering trans- 
action ? 

Secretary Benson. Within 2 weeks. We have the report for the last 
3months. We have it on each commodity that has been bartered. 

The Crarmman. Can you recall offhand whether or not any cotton 
has been bartered in the last 60 or 90 days? 

Secretary Benson. Yes, it has. As I indicated this morning, we 
checked with the barter people just before I came down here and they 
indicated that approximately 20 percent of this $42 million of com- 
mitments since November 14, was for cotton. 

The Cuarrman. Haven’t you been urged to take cotton off the list 
for barter ? 

Secretary Benson. We are urged, Mr. Cooley, by people who don’t 
want barter to operate and people who are afraid that it is upsetting 
the cash market all the time to take these commodities off, but that does 
not deter us in what we are supposed to do under the statute. We have 
letters right along that ask us to do that. 
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The Cuatrman. They are the big operators too, aren’t they ? 

Secretary Benson. In some instances I would say that they were, 

es. 

The CuarrMan. In thecase of cotton? 

Secretary Benson. That is right. 

The CuarrMan. Any big companies involved ? 

Secretary Benson. I would rather not mention company names. 

The Cuarrman. Are you aware that a representative of Anderson 
and Clayton tried to recommend that cotton not be bartered ¢ 

Secretary Benson. Yes, I have been very much aware of that. But 
this is not new. This goes on all the time. 

May I add to what Mr. McLain has said. You mentioned the im- 
portance of moving all we could into consumption. 

Mr. Gaturnes. Yes. 

Secretary Benson. We share that feeling. We want to leave no 
stone unturned to move it into consumption here and abroad. 

Since January of 1953, we have moved $15,22214 million worth of 
surplus commodities into consumption. So I think the job that has 
been done is rather remarkable. 

It does not mean that we cannot do more in the future, through 
barter, through gifts, through sales for foreign currencies, and par- 
ticularly sales for dollars. 

Mr. Garutnas. Mr. Secretary, the exports of cotton have been grad- 
ually lowered in recent days. 

A few months ago the estimate was around 4 million exports and 
now you state that it will only be about 314 million bales. 

Secretary Benson. Under the new export program on cotton, the 
subsidy program which was started 3 years ago, the first year we 
exported 7.6 million bales. 

A year ago we exported, as I recall, 5.7 million bales. This year 
we are going to export less than that. We do not know exactly how 
much but it will probably be more nearly in the neighborhood of 
3 million bales. 

We have been setting the export subsidy at the beginning of the 
marketing year and then continuing that through the year. 

These first 2 years we got along all right with that. This year our 
exports have fallen below what we think is our fair share of the world 
market. 

Therefore, we announced just the other day that the export subsidy 
beginning in the new marketing year would be 8 cents a pound instead 
of 614 and that we would review this currently through the year 
and we would make adjustments if need be in order to be assured that 
we get our fair share of the world market. 

Mr. Garnitnes. You have cut down from a 3,500,000 estimate. Now 
you say it will be only about 3 million in the current year. Is that 
right ? 

Secretary Benson. No one knows because we have 414 months to 
run yet. We do know what we will get. Our technicians estimated 
it will be probably in the neighborhood of 3 million bales. 

We started aiming to get about 5 million bales because we had 
thought that was certainly somewhere near our share of the world 
market on the basis of present conditions. 

The first year I mentioned we got 214 million more than that. 
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The second year we got 600,000 bales more. 

This year we dropped a little below. 

Mr. Gatutnes. I wonder if you could furnish for the record just 
what the cost of moving that 7,600,000 bales into exports cost ? 

Each year, and_also the 5,700,000. Do you have that figure? 

Secretary Benson. We will provide it for the record. 

(The information referred to is as follows:) 


CCC cotton sales for export 


| | 


CCC invest- 
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The CuarrMan. Mr. Secretary, is it a policy of yours, in effect, to 
paralyze our exports of cotton, by encouraging all of the foreign 
buyers of cotton, knowing that you might make further adjustment in 
the subsidy, to sit back and wait for you to reduce the price? 

It. seems to me that this is one of the weaknesses in our program. 
The whole cotton consuming world sits and waits for a fire sale, 
whereas if you announced a program that you think you will do a job, 
and announce to the world you are not going to budge from that, it 
would be better. 

Secretary Benson. Mr. Cooley, it is always difficult when the Gov- 
ernment gets into private business. We have a statute that directs us 
to get our fair share of the world market. For 3 years we have been 
able to get it. 

We cannot go along without getting it under the statute. So we 
think we are going to have to review this periodically. 

The Cuarrman. I want to get our fair share of the market but I 
do not think you are going to get it if there is any doubt about the 
future policy. 

The tobacco stabilization people said something about the adjust- 
ment. They said, “This will be our program and we will not change 
it,” 

It seems to me you are putting the world on notice if you put out a 
program and then if you stand pat on that program . 

Secretary Benson. Mr. Cooley, we reviewed this very carefully and 
we had representatives of all segments of the industry into the Depart- 
ment to consult with us. 

Mr. McLain conducted most of those conferences. I would like 
for him to comment further on that point. 

Mr. McLatn. We have tried in the first 3 years to operate it the 
way you indicated you thought it ought to be operated. 

I think we have been successful in doing it in the manner you have 
indicated. 

But we are faced with the problem that our exports are off in this 
current marketing year. Under the statute, we have no choice accord- 
ing to our solicitor and according to the members of some other com- 





~~ ey & 


SS ——-l il 
~~ @ 


ec 


FARM PROPOSALS OF THE ADMINISTRATION 73 


mittees that have followed it very, very closely but to adjust our price 
if it is necessary to hold our share of the world market. 

The fact that we made this announcement does not mean that we 
will lower this price. The fact is we could well raise this price. We 
are hopeful that we can raise it during the marketing year. 

We are the ones who pretty well determine what the world market 
price for cotton is by our action. s ; 

Certainly it is to our advantage to get as good a price for it as we 
can because it helps save the taxpayers’ money and also it helps the 
conditions in other countries where they have to export cotton. 

The fact that this price has been announced in advance and the 
fact that we have indicated we will adjust it if necessary to hold the 
share of the world market is in strict accordance with the law. 

It does not mean that we will lower the price. It might mean that 
we will raise it. 

Mr. Gatuines. Your Department invited proposals for barter by 
those people who hold industrial diamonds ? 

Secretary Benson. Yes. 

Mr. Gatuines. How does cotton fit into that picture? Has there 
been any effort made to exchange diamonds for raw cotton ? 

Mr. McLaw. I think cotton will fit into a good many pictures in 
this barter program if you give us time. Cotton has fared pretty 
well up to now, and when wet get larger quantities we will carefully 
consider any deal that involves cotton as well as the other big export 
crop, wheat. 

Mr. Garuines. I am glad to hear you say that as well as the 
Secretary. 

I would like to ask this of the Secretary: Just why was it that 
under the A and B program that the Congress has authorized that you 
should set the B program at a figure of increased acreage not to 
exceed 40 percent’ Just why did you select the 40 percent figure 
which was the larger authority, as far as you could go? 

Mr. McLain. As I replied to Mr. Jones, and we are happy to put 
it in the record here, we had several bills introduced less ian a year 
ago to increase acreage at the same time we were taking acreage out. 

We had a good many bills to expand acreage at the same time. We 
thought it was foolish and resisted that. 

Mr. GaturnGs. I recall that, yes. 

Mr. McLain. We feel that the new program which, as was indi- 
cated this morning, was adopted on a compromise basis that it ought 
to be given a chance to really demonstrate whether cotton could be 
grown at the B level. We were told by all of those who were in sym- 
pathy with the program that in order to do that we ought to go the 
maximum way for the first year so we would not be accused of sabo- 
taging it. This isexactly what we did. 

I think if you will look at our carryover stocks of cotton they were 
down considerably. Our inventory in our own hands was down con- 
siderably. We were justified in doing it. 

I think we would have been severely criticized if we had not done it. 

Mr. Garuines. A lot of people do not understand it. 

Mr. McLain. We had people from Mr. Teague’s territory and also 
down in the irrigated areas of some other States that had to arrange 
their water rights and leasing arrangements in the fall for cotton that 
is planted early in the spring. 
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They demanded and insisted that this announcement be made so that 
they could make their plans. I think they were entitled to have that 
announcement made. 

Mr. Garuines. What about the estimate from the talk around the 
country about the 40 percent increase in acreage? That would have 
a lot to do with the price of cotton. 

Mr. McLain. Of course the statute, Mr. Gathings, was passed before 
Congress left a year ago, and anyone who knew anything about grow- 
ing cotton knew that 100 percent of the people could have t aken the 
route B if they wanted to under the statute. This was a known fact. 
Of course its affect on markets I suspect was felt from that day on. 

Mr. Garurnes. I have been getting a lot of complaints by phone 
and by letter to the effect that the lending : agencies of the Department 
of Agriculture are not making loans available to the cotton farmers 
who would participate in the B program. Do you know anything 
about that ? 

Mr. McLarn. A loan program under the statute as you are familiar 
I am sure, will be made available to anyone who wants to take a loan 
under the B program. That is required by law. We are hopeful, 
frankly, and I assume that everybody is, that that B cotton will move 
into the market at quite a little above the B loan rate. 

This is the intent of those who fathered the idea of the law. Cer- 

tainly under the statute they have a right to put. it under loan but I 
would think they would want to move it into the market if they could 
get it above loan a little bit. 

Secretary Benson. I was wondering if you are referring to the lack 
of production credit. 

Mr. Garuines. Yes. 

Secretary Benson. I could ask Mr. Scott to comment on it if he is 
here. 

Mr. Garnrnes. Has there been any directive out to the field to the 
effect that loans would be made available to the man if he is going the 
A route rather than the B route? 

Mr. Scorr. Not that. 1 know of. I am quite sure there have not 
been. I think I would have heard of it. 

Secretary Benson. We could not do that very well. That would 
be in conflict with our own policy. ‘To withhold credit from one group 
would be inconsistent. 

Mr. Gatuwes. When they make arrangements for growing cotton 
it is on the basis of acreage allotted to them. 

Mr. Scorr. Congressman, I will be glad to look into that. I think it 
is administered impartially. We w ill check it and let vou know. 

Mr. Garutnes. Thank you, Mr. Scott. 

I would like to take a minute or two with the chairman’s indulgence 
and talk about rice. There is no doubt but what you had slashed your 
allocation of rice under title I of 480 at the time we were working on 
the program last summer. Rice was then stalemated. It was not 
moving into export at all at that time. Isn’t that right? 

Mr. McLarn. I think Mr. Miller, Mr. Secretary, if he is going to 
raise the next question of how it is going to move under 480, should 
answer. 

Mr. Gatruines. Not currently. 

Secretary Benson. Clarence Miller will respond. 
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Mr. Garuines. I am asking about the time you were working under 
the Agricultural Act of 1958, Mr. Miller, at that time there was a 
stalemate in rice movement under title I? 

Mr. Muter. That is correct. Rice was moving rather slowly at 
that time; yes, sir. 

Mr. Gatruines. I would like to ask you this: Did any of you know 
that India sought some rice about that time late last summer ? 

Mr. Miter. She did; yes, sir. I will stand corrected. India was 
negotiating with us at that time for rice. While the negotiations were 
in process India notified us that because of the 1958 production of rice 
in India she was not interested in taking the rice as of this time. 
Hence this particular purchase authorization will not include rice. 
We will be happy to consider rice at any time in the future. 

Mr. Garuines. Is that right at this time or then ? 

Mr. Mitrer. I am talking about now. The negotiations were under- 
way we will say during the winter. 

Mr. Garuines. Someone in the Department—and I understand it is 
the foreign agricultural staff—told the Indians that we had no rice to 
offer. Do you know anything about that ? 

Mr. McLain. No, sir; not that I know of. I never heard of that 
statement being made. 

Mr. Garuines. We did as a matter of fact have quite a supply of 
rice on hand ¢ 

Mr. McLain. Yes. 

Mr. Garuines. It could have been made available to India ? 

Mr. McLain. That is correct. 

Mr. Gatuines. Mr. McLain and Mr. Palmby have done a splendid 
job and they have set 27 million hundredweights for rice during the 
current year hoping that you could move that amount in the current 
year of rough rice which would be 18 million hundredweights of 
milled rice. 

Mr. McLain. I think the important matter is that within the last 
30 days there has been quite a change in the demands that we cur- 
rently have for rice under Public Law 480. Of course we are anxious 
for this payment-in-kind export program to work with rice. We are 
anxious that this rice be programed ahead of when we have to take 
the rice over. There have been some changes in the demands from 
some of these countries that are being felt at the moment. We are 
trying hard to find outlets to move this rice as some of us thought 

possible earlier including those in FAS. 

Mr. Garuines. You felt that probably you could move 200,000 
metric tons to India and 100,000 metric tons to Pakistan ? 

Mr. McLarn. I will have to check the figures. At that time we 
were told by the countries that wanted them that there was consider- 
able demand. There have been some changes in the interval that we 
are working on. 

Mr. Gatruines. That could happen. No purchases were author- 
ized until mid-January on the Pakistan agreement and only 10,000 
metric tons really have been purchased, which is a very small part. 

Mr. McLain. We are very aware of this, and Mr. Miller, I am sure 
with the FAS and in cooperation with the rest of us is trying to do 
all he can about it. 








76 FARM PROPOSALS OF THE ADMINISTRATION 


Mr. Garturines. Let us look at Peru. Peru sought 40,000 tons. 
Isn’t that right ? 

Mr. McLarty. Can you answer that specifically, Mr. Miller? 

Mr. Garuines. And only 10,000 tons of the 40,000 that Peru asked 
for have been allocated. Is that right? 

Mr. Mriier. I am sorry we do not have the information right now 
on Peru. 

Secretary Benson. We can supply it. 

Mr. Mirier. I could supply all the information that you would like 
to have on the request that was made by Peru and what the final 
negotiations resulted in. We will be glad to explain it. 

Mr. Garutnes. That sounds about right. They wanted 40,000 
metric tons and 10,000 metric tons were allocated to Peru. As a 
result of that action the Peruvians set out to produce their own re- 
quirements and we have lost the market in Peru. 

Mr. Mitier. I am not fully conversant with the details but if they 
made an application for rice we can tell you what the quantity was 
and the quantity finally shipped and the reason why we did not grant 
them their full request that they originally made. 

Secretary Benson. Ofttimes they will make the request and the 
negotiations will start and before they are consummated something 
will occur in the country to cause them to withdraw part or all of 
their earlier request. Ofttimes their crop turns out better than they 
expected or they get it in the normal channels of trade. 

Mr. Gatuines. Mr. Secretary, we farmers are just optimists, any- 
how. If we ever see a figure, we want to rely on that. 

Mr. Miurier. Congressman, I have some figures here for the 1958 
fiscal year ending July 1, 1958. Peru requested 45,000 tons. We 
shipped them 30,000 tons under title I. During the course of discus- 
sion, she purchased an additional 15,000 tons of rice under the Com- 
modity Credit program. 

Mr. Garurnes. What wasthat date? That wasa yearago? 

Mr. Miturr. In fiscal year 1958. She requested 45,000 tons. We 
sold her 30,000 under title I. She took 15,000 tons under the Com- 
modity Credit program. 

Mr. Garuines. She got the full 45. What I had in mind was that 
Peru still likes rice and still wants to get some rice at this time. Do 
you have any information on their requests now ¢ 

Mr. Miter. I do not know where the requests are, but we will be 
glad to entertain them if she would care to submit the request. We 
have the rice. 

Mr. Garuines. We would like to get that word to Peru. As a mat- 
ter of fact, up until this time, on the last information that I was 
able to obtain, between August 1 through December 31 on all exports 
of rice in every manner under 480, cash, barter, all told, we have not 
moved but about 5 million bags of rice. We set out to move 18 mil- 
lion. About 6 months of the year have already elapsed. It is quite a 
problem to move that rice. I am just wondering what we are going 
to expect in the future, because our people want to grow more rice. 

Mr. McLarn. We understand, Mr. Gathings. I will reiterate what 
I have said—that I am concerned that these 480 programs move on 
for rice, because I know the feeling that several of you have on it, 
having met with the subcommittee of Mr. Thompson. 


—— ence een 
Ce - 





oe 


Fo 


tas 


“<i eas © 


l~ 


@® oO 





FARM PROPOSALS OF THE ADMINISTRATION 77 


I think the problem at the moment is the lack of demand that we 
thought was there under 480 rather than anything else. I think if 
there is more interest developed we will be very happy about it, and 
Tam sure he will be. 

Mr. Morsr. Mr. Congressman, you are aware, I am sure, that there 
has been an unusually big rice crop in the rice-producing areas this 
year. 

Mr. Garuines. Yes. 

Mr. Morse. That is one of the factors that is having some influence. 

Mr. Garuines. I understand you are engaged in some negotiations 
with Pakistan. 

Mr. Morse. You are getting into an area where I would have to rely 
on others. The point 1 was making is that some countries are coming 
into an abnormally large rice crop. 

Mr. Garurtnes. I hope you will extend yourself at arm’s length to 
see if you cannot move it. 

Secretary Benson. We will do everything we can. 

Mr. Tracur. Mr. Secretary, I would like to compliment you on the 
very fine statement you have made and the frank and forthright 
answers which you and your staff have given. Mr. Chairman, I would 
like to commend you and the members of the Democratic Party on this 
committee on the very fair and fine treatment that you have accorded 
the Secretary. You have treated him with the respect to which he is 
entitled. 

I well realize that you have a decided difference of opinion than 
that held by the Secretary about many of these issues, but if we 
are to solve these complex problems it is with the atmosphere which 
has prevailed today. 

I would like to say further that I am in the fortunate position that 
I represent an agricultural district which is 12th or 15th in the country 
in dollar volume. Fortunately for me, I guess, I am not very anith 
involved with the price-support programs. 

It might be a surprise to some of the members across the room to 
know that I have 30,000 more Democrats than I have Republicans 
as registered voters. 

The CuatrMan. Do you want a seat over here? 

Mr. Teacun. It might be a good place to be with the way things 
are going in California politics. 

I would like to make this point : My voters, farmers and city dwellers, 
Republicans and Democrats, have indicated very strongly that they 
approve in general of the Secretary and his program. I consider 
Mr. Benson and the things for which he stands to be a great political 
asset to me in my district. 

Mr. Drxon. I could tell Mr. Teague was about to bubble over and 
Tam glad that he had the opportunity. 

I have been most gratified with the turn that the discussion has 
taken before the committee led by our chairman and also with the 
report of the Secretary as it pertains to the disposal of our agricultural 
commodities. 

In the 4 years I have been here I have never seen such emphasis. 
All of you have emphasized exports. We have worked miracles in 
the production of farm commodities. If we are smart enough to work 
miracles in producton we can work miracles in consumption and 
marketing. I have implicit faith in this position. 
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I would like to refer to the Secretary’s report, page 8. His first 
two objectives in this progress program for agriculture are, “to 
utilize more completely the abundance our farm people are now able 
to produce” ; and, secondly, “to find ways of further expanding outlets 
for the increased production.” Those two have been covered beau- 
tifully here today. I notice from this report of the Secretary about 
7 out of the 26 pages are on utilization of the marketing of our farm 
crops. 

I think that shift in emphasis is certainly commendable. The 
interest that I see here gives me much assurance that we are going 
to go places this year. 

To get down to specifics, Representative Gathings, we found in 
Tokyo and Hong Kong a great deal of criticism of our cotton on 
account of the baling. The bales come apart and we are losing a lot 
of trade because of it. 

Secretary Benson. I have not heard that personally, but maybe 
some of our people have. If they have I wish they would respond. 

Mr. Dixon. We talked with textile-mill management who buy tre- 
mendous amounts of cotton. 

Secretary Benson. I might say, Congressman Dixon, that in the 
trade in this country we do not cover our cotton as completely as some 
of the other countries, for example, Egypt. I do not know whether 
it is based on that or not, whether they have been used to getting 
cotton from other countries. 

The Cxarrman. I think it comes from the fact that the jute or 
burlap the bales are packed in is carved to pieces in the American 
market before it is shipped out. The former chairman of this com- 
mittee advocated for years changing from jute and burlap to cotton 
bagging but it was not practical because it was too expensive to use. 

There has been a general complaint through the years that our 
cotton going into the export market has been very badly packed. 
What can be done about it is quite another problem. 

Mr. Dixon. We got that straight from some of our biggest buyers. 

Secretary Benson. If you would give us the information on that 
we will look into it. 

Mr. Drxon. In the second place with regard to tallow we met with 
the manufacturers of soap who were taking so much of their tallow. 
There is a tremendous expansion of the market there. You did, I be- 
lieve, bring some of those buyers over here and they met with our 
producers and you got together on the quality. That has stepped up 
their purchases tremendously. Still there are bilateral agreements 
with some countries, Japan, for instance, who has to take so much 
tallow from Australia, and these buyers have to pay 3 cents a pound 
more for it than they do for ours. They would rather have their 
tallow because you have standardized our tallow and that is what they 
want. Those bilateral agreements are hurting us. 

There are some other restrictions. The market requires such fat 
animals now and we have so much tallow and it means so much to 
our market. 

What we have done for tallow we should do for hides. They com- 

lained in Japan that they would take so many more other hides. 
hey seem to think first that there is a monopoly on the hides. Maybe 
I should not say that out loud, but they believe it. 
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In the second place they cannot depend upon what they are getting. 
That was the case of tallow, but you corrected that. 

Have you had any request from them to bring sme large hide 
purchasers over here to meet with our producers? 

Secretary Benson. I do not know of any. Maybe we could check 
into it. 

Mr. Drxon. I believe that if we standardized our hides that that 
market could be expanded tremendously, just tremendously. 

As I said there are seven pages on utilization of farm crops. We 
have not spent so much time on exports, which is very valuable. 

I would like to just get a few reactions on the research side of it, 
on the utilization of research of farm crops.. I see you have covered 
that very carefully here, including the finding of new uses for farm 
crops. 

We did give about $21% million for farm research. 

Secretary Benson. It is $6.2 million I think, for the current year. 

Mr. Drxon. That is what I wanted to know. Six and a quarter 
million for the current year. 

Secretary BENson. Yes. 

Mr. Dixon. What is your policy on that for the future? 

Secretary Benson. Mr. Roberts just mentioned that we have $10 
million in the budget for 1960. Of course our general approach to this 
has been to sort of feel our way and use what funds are available to 
the extent that we can use them constructively. There is always the 
question whether you can get the necessary technical talent and 
whether they have the know-how to do the thing we want to have 
done. These funds have been spent both for basic research and also 
for applied research. We think it has rather good potential. We will 
know a little better after we have a year or 2 years’ experience with 
it. 

Mr. Dixon. As I understand it you will give these foreign countries 
currency to do research on problems that affect them and us in mar- 
keting and on the utilization of our farm crops. 

Secretary Benson. I think primarily on problems that concern us. 
We would hope that many of the projects would also be projects in 
which they would have an interest also. 

Mr. Dixon. You might be pleased to know that the Minister of 
Agriculture in India seems to be more delighted over that provision 
than anything that we have ever done for India. He is absolutely 
thrilled. If that program would be equally successful in other coun- 
tries and create much appreciation I certainly think it should be 
stepped up. Since they need research so badly what you have done 
there is to find projects that they need to have done as well as us 
and it helps to market our products as well as theirs. 

Secretary Benson. We have emphasized in these research projects 
abroad the matter of building markets, doing things that will expand 
markets for American-grown farm products. 

Mr. Drxon. I believe we had agreement of $337 million and they 
have used $280 million of it. There are tremendous possibilities there. 

I believe that our committee here is holding hearings on utilization 
research, on a bill, starting the 18th. Representative Abernethy and 
the chairman of our committee have introduced the bill. We have 
had one in here for 3 years. I have introduced one myself. 
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At the request of the land-grant colleges we have incorporated the 
facilities bill in there because our experimental stations do not have 
the room to do this research. Even if they do, we do not have the 
research people for them. I imagine men from the U.S. Department 
of Agriculture will appear and testify. 

Secretary Benson. We will be happy to do so; yes, sir. 

Mr. Drxon. Has the mopettnnent taken any position on any of these 
utilization research bills? 

Secretary Benson. I am not sure about the individual bills, whether 
we have been asked to report on them or not. I think we have on 
one. On the land-grant college program I know we have looked into 
that and we have had some conferences with re presentatives of the 
land-grant colleges. I believe our people are pretty well in agreement 
with the objectives of the land-grant college people on this yroject, 
although I would have to check on the det ‘ails to be absolute y sure. 

Mr. Drxon. U.S. Department of Agriculture is opposed to the Sen- 
ate version of the bill which makes a separate agency off and apart 
from the Government. 

Secretary Benson. Yes. 

Mr. Dixon. Land-grant colleges are in favor of making it the U.S. 
Department of Agriculture agency. 

Secretary Benson. We feel ‘there should be a well-rounded, coordi- 
nated program between the Department and the land-grant colleges. 
We think our research program has done well through the past and 
if it is going to be stepped up it should be through the existing De- 
partment and the land-grant colleges. 

Mr. Drxon. I want to congratulate you and the committee on the 
emphasis you have given today to the ‘utilization of farm crops and 
also the Secretary on his vision in this report, giving such emphasis 
to it. 

The Crarrman. Are there any other questions ? 

Mr. Polk. 

Mr. Poux. Mr. Secretary. 

Secretary Benson. Yes, Mr. Polk. 

Mr. Poxk. I would like to address a question to you with reference 
to the export permits under Public Law 480 for Soft Red Winter wheat. 
I have been told that it is the policy of the Department not to issue 
permits for that type of wheat As you know, Soft Red Winter 
wheat is the type grown east of the Mississippi River. 

Secretary Benson. M: ay Task Mr. McLain to comment on that ? 

Mr. McLain. We have, Congressman Polk, of course, right along, 
requests from the industry when we are moving a commodity to not 
program so much of a particular quality or kind that it would fix it 
so that the mills that wanted to use this product could not buy adequate 
supplies. Wheat is a good example of that because we ran into the 
same thing out in the Northwest area a couple of years ago. Of 
course we listened to those protests and I think you would agree we 
should. We try to govern our programing so that we treat everybody 
as fairly as we can and stil] take into consideration the areas.in which 
we have areal surplus. For instance, Durum wheat was in very short 
supply a couple of years ago. Obviously during that interval of the 
program we did not program Durum wheat under Public Law 480 
because we had a shortage of it. This is a continuing problem that 
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we have had in some areas. Was your specific question whether we 
have stopped programing it? 

Mr. Poxx. I just wanted to find out what the policy is. 

Of course I feel myself that it would be a gross discrimination 
against the States east of the Mississippi if these wheatgrowers are 
not given the consideration given to aher wheatgrowers. I realize 
that Soft Red Winter wheat is not in as great surplus as some other 
types of wheat. It has seemed to me that we make a mistake in lump- 
ing all the types of wheat together, that we should consider each type. 

It would seem to me that all wheat should be given export permits 
to some extent. 

I understand that there is something like 7. million bushels of surplus 
or something like that as of the present time. Certainly there would 
not be any shortage so far as the millers are concerned. I can realize 
the position of the millers. 

If there are no export permits that is going to depress the price of 
wheat tothe farmer. I think it isa bad policy. 

Mr. McLarn. There is a provision in the statute. I think if you 
look at it carefully it says that this is one of the factors in operating 
480 that we have to take into consideration. I think it is wisely in 
there. 

The thing of course we have to face up to is we have only so much 
funds to use and we have to use them as wisely as we can in program- 
ing, still giving all farmers the benefit of the program they are en- 
titled to. 

Mr. Coan. It is my understanding that last year there were 7 mil- 
lion bushels in carryover of Soft Red Winter wheat. 

Mr. McLain. I think that is about right. 

Mr. Coap. I understand that it is the policy of the Department this 
year not to export on Public Law 480 so that the carryover will be 
not less than 14 million and as high as 21 million bushels. Is that 
correct ¢ 

Mr. McLain. I have no recollection of it. 

Mr. Coan. According to the statement that I have in front of me 
made by Mr. Clifford G. Pulvermacher issued on the 23d day of 
January and given to the Soft Red Winter Wheat Millers Associa- 
tion it is the policy of the Department. He is the Assistant to the 
Deputy Administrator, Price Support, Commodity Stabilization 
Service. He is in your own Department. I got this from your 
Department. 

Mr. McLarty. May we see that, please? I am sure what you are 
saying is right but I am not sure he said that. 

Mr. Coap. This is a copy of his speech. 

Mr. McLain. What did he say ? 

Mr. Coan. Let me read it to you. 
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For these reasons we feel that total Soft Red export this year including flour 
will not exceed 46 to 48 million bushels. If exports of 46 to 48 million bushels 
materialize, and if domestic disappearance amounts to 135 to 140 million 
bushels, we would have a carryover on July 1, 1959, of from 14 to 21 million 
bushels. 

Also in the same document it says the Department has determined 
that a carryover of 10 million bushels is sufficient. 

Why then are exports to Yugoslavia right now being curtailed? I 
understand that they are being curtailed for Soft Red Winter wheat. 
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Secretary Benson. Will you let us have that and let us check into 
it and report back to you? We do not know of any such policy. 

Mr. McLain. One other thing, of course, is that the subsidy on all 
wheat goes right on with cash sales so the fact that even if there were 
not a terrific program under Public Law 480 there are no bars 
against moving this wheat. It is entitled to the same subsidy. 

Mr. Coap. It is my understanding specifically that Soft Red Winter 
wheat is being withheld from Yugoslavia and that last year the same 
thing was done. 

Mr. McLain. We will have to check the facts. 

Mr. Coap. Let me ask you this further question: Is this policy of 
limiting Public Law 480 on Soft Red Winter wheat shipments then 
subject to review? If so perhaps then this is in error and it may 
be changed ? 

Mr. McLarn. This gentleman does not make the decision for the 
Department. 

Mr. Coap. In other words, this may not be a policy of your De- 
partment ? 

Mr. Morse. I think it is important in connection with this discus- 
sion that the pertinent sections of this address be put in the record 
exactly as the man said it. 

Mr. Coap. Mr. Chairman, I ask unanimous consent that the entire 
document be put into the record. 

Mr. Morse. That will be fine. 

Secretary Benson. That is all right. 

The CHarrmMan. The document will be placed in the record at this 

int. 

P°(The document entitled, “Soft Red Winter Wheat Supplies—Pres- 
ent and Future,” is as follows :) 





SOFT RED WINTER WHEAT SUPPLIES—PRESENT AND FUTURE 

AN AppRESS BY CLIFFORD G. PULVERMACHER, ASSISTANT TO DEPUTY ADMINIS8- 
TRATOR, PRICE Support, COMMODITY STABILIZATION SERVICE AT ANNUAL 
MEETING OF THE NATIONAL SorT WHEAT MILLERS ASSOCIATION, LOUISVILLE, 
Ky., JANUARY 23, 1959 


I am very pleased to be here at your annual meeting and have the opportunity 
to review with you the outlook for Soft Red Winter wheat supplies, current and 
future. In my discussion today I want to place particular emphasis on the policy 
which the Department has been following with respect to the quantities of Soft 
Red Winter wheat and Soft White wheat which are made available for export 
under the Agricultural Trade Development and Assistance Act, popularly referred 
to as Public Law 480. I hope that what I have to say may help to clarify this 
matter. 

As you may know, he Secretary of Agriculture must make available for export 
under Public Law 480 any agricultural commodity which may reasonably be 
expected to be in surplus, in the quantity by which total supplies of that com- 
modity exceed the supplies necessary to satisfy domestic requirements, antici- 
pated exports for dollars, and adequate carryover. 

It has been suggested that the Department should control only the total 
quantity of wheat exported under Public Law 480 and that there should be no 
separate controls on the quantity of each class of wheat exported. Subsequent 
to passage of Public Law 480 the Department did initially follow this practice but 
adopted the policy of defining surplus by classes of wheat for purposes of export 
under Public Law 480 approximately a year ago for two very good reasons. 

Several of the foreign countries that obtain sizable quantities of wheat under 
Public Law 480 have strong preferences for Soft Red Winter wheat, whereas 
several others have strong preferences for Soft White wheat. These countries 
if able to purchase wheat in the American market without any restraint, would 
undoubtedly export these wheats in excess of the quantities considered surplus. 
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In so doing they would compete with domesic buyers and exporters for dollars 
for available supplies hereby pushing the domestic market price of these wheats 
completely out of relationship with the price of other classes of wheat. This 
was graphically demonstrated to us, about 2144 years ago on White wheat when 
Public Law 480 shipments of White wheat attained such volume as. to exceed the 
free supply. Domestic prices rose from $2.11% per bushel on July 15, 1956, to 
$2.6514%4 per bushel 9 months later. More significantly, despite subsidy increases 
of 40 cents during this interval, the net export price increased from $1.6814 on 
April 15, 1957, to $1.8144 in September 1957. The obvious impact upon traditional 
dollar customers, who suddenly found U.S. prices no longer competitive with 
those of other exporting nations, is being felt to this day. Had the Department 
not changed its policy so as to define surplus by classes, the United States would 
presumably have expanded its Public Law 480 markets in terms of White wheat 
at the expense of the complete loss of its White wheat dollar markets to foreign 
competition. ’ 

The Department was further convinced of the need for defining surplus wheat 
by classes about a year ago when it became evident that requests for Soft Red 
Winter wheat exports under Public Law 480 during the balance of the marketing 
year, were substantially exceeding estimated available supplies. At that time 
the Department adopted the policy of defining surplus wheat by classes. 

‘There is another fundamental reason for making wheat available by classes 
for export under Public Law 480. Surplus is after all a matter of extent or 
degree, and there is no denying the fact that the basic surplus of wheat is 
in the Hard Red Winter class, and to a lesser degree, in the Hard Red Spring 
class. This was particularly borne out after last fall’s bountiful harvest which 
probably will result in carryover stocks on July 1 of nearly a billion bushels 
of Hard Red Winter wheat and over a quarter billion bushels of Hard Red 
Spring wheat. These wheats the Commodity Credit Corporation has taken into 
inventory in substantial quantities under the price-support program. The cost of 
storing and maintaining these wheats contribute significantly to CCC’s annual 
expenditures. 

Keep this background in mind as I review with you our appraisal of current 
soft red winter wheat supplies. and the outlook for such supplies during the 
balance of this marketing year. 

The 1958 production of Soft Red amounted to approximately 196 million 
bushels, which was approximately 41 million bushels more than the 1957 crop, 
and 7 million bushels more than the average annual production during the 
1947-56 period. This production, plus a carryover of approximately 6 million 
bushels last July 1, resulted in total supplies at the beginning of the marketing 
year of 202 million bushels. 

It is the unenviable task of the Department to estimate how much wheat will 
be used domestically, how much will be exported for dollars, and how much is 
required for adequate carryover. When those estimates have been made it is 
possible to arrive at the quantity of wheat which may reasonably be expected to 
be in surplus and available for export under the Public Law 480 programs. 

During the last 5-year period from 1953 through 1957 the annual domestic 
disappearance of Soft Red Winter wheat averaged 137 million bushels. The 
Department estimates that the domestic utilization of Soft Red for the current 
marketing year will be somewhere in the neighborhood of 135 to 140 million 
bushels. Assuming the quantity used domestically is on the high side of our 
estimate, a balance of 62 million bushels of Soft Red is available for export and 
necessary carryover. 

This leads us to the export side of the Soft Red picture which many of you 
are particularly interested in because of the direct effect exports have upon 
domestic market supplies and prices of this wheat. Many of you will recall 
when the Department, on February 7, 1958, made Soft Red Winter wheat tem- 
porarily ineligible for export under Publie Law 480 programs issued subsequent 
to that date. I’d like to explain the reasons for this action which did not seem 
to have overall support of persons and firms engaged in the production, mer- 
chandising, and utilization of Soft Red Winter wheat. To put it more bluntly, 
some of our friends thought we had goofed, although subsequent events, fortu- 
nately, made the Department look pretty good. 

At that time we estimated that if exports reached 20 million bushels the 
carryover on June 30 would be about 10 million bushels. We considered this 
to be the minimum carryover which could be considered as adequate. The Soft 
Red Winter wheat exported during the July 1, 1957, through January 31, 1958, 
period amounted to approximately 15 million bushels. That left 5 million bushels 
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available for export during the last 5 months of the marketing year, after carry- 
over needs had been considered. 

In light of the information available to us at the time, it was evident that 
exports of Soft Red Winter wheat in the balance of the marketing year would 
exceed 5 million bushels. We were of the opinion that exports substantially 
in excess of 5 million bushels would dry up all available domestic supplies unless 
some kind of limitation on Public Law 480 exports was immediately put into 
effect. The Government of Turkey had an outstanding Public Law 480 procure- 
ment authorization of over 9 million bushels against which no purchases had 
been made. Public Law 480 agreements were in the process of being negotiated 
with Yugoslavia and Poland which called for another 33.6 million bushels. All 
three of these countries had historically shown purchase preferences for Soft 
Red Winter wheat over the Hard wheats. This demand of almost 43 million 
bushels of wheat had to be contained, at least as it related to Soft Red supplies. 

The following steps subsequently were taken. It was announced that no 
action would be taken to restrict or limit the quantities of Soft Red Winter 
wheat which Turkey could purchase under its outstanding authorization. This 
decision was necessary because no restrictions or limitations on classes of wheat 
was contained in the agreement which had been signed with Turkey. In addé- 
tion, purchase and utilization plans had already been made by that Government 
which called for the import of a specified quantity of Soft Red Winter wheat. 
It was further announced that Soft Red Winter wheat would be excluded from 
the Yugoslavian and Polish agreements when they were concluded. This exclu- 
sion, remember, applied only to Soft Red Winter wheat and Soft White wheat. 
It did not apply to Hard Red Winter and Hard Red Spring Wheats, which these 
countries purchased in substantial quantities under authorizations subsequently 
issued. 

When new crop supplies become available following last summer’s harvest of 
Soft Red Winter and Soft White wheats, outstanding Public Law 480 authoriza- 
tions again were amended to include Soft Red Winter and Soft White wheats: 
These two classes of wheat have been kept continuously available for export 
under Public Law 480 programs since that time, but have been authorized in 
separate procurement authorizations which have been issued in controlled quan- 
tities. We do not propose to discontinue or modify this working arrangement 
because we consider it necessary to carry out the Department’s responsibility 
to export quantities of agricultural commodities which may reasonably be 
expected to be in “surplus” as provided for in Public Law 480. 

Even with the limitations we instituted last February, exports through June 
30, 1958, reached 30 million bushels of Soft Red Winter wheat. If our February 
domestic utilization estimate of 135 million bushels had been realized, there 
would have been a zero year-end balance. It was only because the domestic 
utilization was approximately 129 million bushels that the quantity of Soft 
Red Winter wheat carried over into July 1, 1958, was 6 million bushels, a sub- 
stantial part of which was in CCC inventory. We feel that this carryover was 
below desirable levels as compared to stocks of other classes. We know that 
some purchasers had extreme difficulty locating supplies of Soft Red Winter 
wheat within their trading areas during the 2 or 8 months preceding last 
summer’s harvest. 

The experience which we gained last year in the programing of Soft Red 
Winter wheat under the Public Law 480 program is being used in the current 
administration of this program. 

Some of you are understandably concerned about the large volume of Soft 
Red Winter wheat that has been exported during the first 6 months of this 
marketing year. Let me point out, however, that the quantity of any class of 
wheat exported during any month or months at the beginning of the year does 
not necessarily indicate the rate at which the wheat will be exported during 
the balance of the year. This will continue to be especially true as long as a 
sizable percentage of the wheat exported is exported under Public Law 480 
programs. 

Now let me review our utilization estimates for Soft Red Winter wheat for 
the first half and second half of this marketing year against the beginning 
supplies of 202 million bushels. We estimate that approximaitely 70 million 
bushels of this wheat were used domestically for all purposes during the first 
half of this year, and that from 65 million to 70 million bushels will be used 
domestically for all purposes during the second half of this year. This would, 
as I have previously stated, result in an annual total domestic disappearance 
of from 135 million to 149 million bushels. 
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The exports of Soft Red Winter wheat during the first half of this market- 
ing year amounted to 24.7 million bushels which were substantially over the 
10.9 million bushels exported during the same period last year. We realize 
that the large volume of Soft Red exports in the first half of the year concern 
many of you very much because of the effect a continued high rate of exports 
will have upon year-end supplies. 

To a large degree we feel this was brought about by the following reasons: 

Following the 1958 harvest it was evident that much of the Soft Red Winter 
wheat crop was below normal in quality. At that time the export prices of 
this wheat were very attractive when compared to prices of other classes of 
wheat which made the Soft Red attractive to foreign buyers, particularly in 
Western Europe. As a result almost 14 million bushels was exported during 
the first half of the year, as compared to 1.5 million bushels during the same 
period in 1957. Approximately 55 percent of this dollar wheat exported during 
the first half graded U.S. 3, 4, 5, or Sample. We do believe that most of the 
lower quality supplies of Soft Red have moved as indicated by recent reports 
of export sales. We feel, therefore, that our dollar customers in foreign 
countries will not maintain their rate of purchases made during the first half 
and that their maximum purchases of Soft Red during the second half should 
not exceed 11 million to 13 million bushels. 

Exports of Soft Red Winter wheat to Public Law 480 countries during the 
first half of this marketing year amounted to almost 11 million bushels, as 
compared to 7 million bushels during the same period in 1957. This increase 
was principally attributable to the fact that those countries who had procure- 
ment authorizations which excluded Soft Red Winter wheat up to the time 
new crop supplies became available, purchased very heavily of such supplies 
immediately after their authorizations were amended to permit the purchase 
of this wheat. We therefore estimate that the exports of Soft Red Winter wheat 
to Public Law 480 countries during the second half of this year will be in the 
neighborhood of 9 million bushels. 

For these reasons we feel that total Soft Red exports this year, including 
flour, will not exceed 46 million to 48 million bushels. If exports of 46 million 
to 48 million bushels materialize, auu if domestic disappearance amounts to 
135 million to 140 million bushels, we would have a carryover on July 1, 1959, of 
from 14 million to 21 million bushels. 

In making these estimates we have given weight to the effect that the U.S. 
net export selling price has upon the quantity of Soft Red which is exported. 
For about a year and one-half now, the Soft Red Winter wheat subsidy rate 
has been kept the same as that established for Hard Red Winter. This has 
proved quite practical because CCC-owned stocks of Soft Red have been very 
small. As the free supply became scarce or plentiful, prices reflected these 
conditions, and exports were discouraged or stimulated. Coupled with the 
Department’s Public Law 480 policies, the current subsidy practice would seem 
to provide a measure of protection against domestic scarcity of this class of 
wheat. It is, of course, conceivable that presently unforeseen developments, 
such as abnormal! conditions in Hard Winter markets, might commend a different 
basis for Soft Red Winter wheat rates sometime in the future. The odds 
however are that this should not come to pass. 

In looking down the road to next year’s production of Soft Red Winter wheat 
it appears that the fall seeded acreage which was planted under generally 
favorable conditions is up 2 or 3 percent over 1958. Based on conditions of 
December 1, and assuming normal weather, insect, and disease conditions in 
the Soft Red producing areas during the remainder of the 1959 crop season, it 
is estimated that the 1959 crop of Soft Red Winter wheat will be slightly less 
than the 1958 crop. This forecast is however based on normal conditions and 
ean fluctuate considerably depending npon growing and harvest conditions 
during the remainder of the 1959 crop season. 

I'd like to point ont, in closing, that the Department of Agriculture sincerely 
appreciates the suggestions and constructive criticism that has been received 
from members of your association and others engaged in the grade trade. 
Those comments have been extremely helpful to Department people in under- 
standing the many complex problems the grain trade faces these days. But when 
it comes to problems, you aren’t alone by any means. As my discussion today 
has made clear the Department also has many problems. As the problems 
have developed, policies and procedures have had to be adjusted to meet them. 
I am sure that you take a sympathetic view of our efforts, even though you may 
not be in 100-percent concurrence with them. That is only natural. 
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Again, let me say that I deeply appreciate this opportunity to visit with you 
and discuss matters of mutual interest. 

Mr. Coapv. I have this one additional question. Mr. Secretary, 
would you be in favor of a minimum wage for farm laborers ? 

Secretary Benson. Mr. Coad, I have not looked into this question, I 
have not studied it, and have no considered opinion on it, frankly. [ 
do not think I would comment on it. I would be very glad to discuss 
it with you sometime and get your viewpoint if you have one on it, but 
I have not formed a position on it personally. 

Mr. Coap. I appreciate that. I understand that this is a devious 
question. 

Mr. Pox. Mr. Secretary, I hope that your Department will take 
another look at the Soft Red Winter wheat problem. 

Secretary Benson. I am sure we will, Mr. Polk. 

Mr. Pork. It is a very serious problem, a very important problem 
to all of the wheatgrowers in about half of the U nited States. 

Secretary Benson. We will be happy to do so in view of this dis- 
cussion. 

Mr. Pork. I hope that you may be able to see your way clear to 
letting us have some exports under Public Law 480. 

Secretary Benson. I think, Mr. Polk, under the law we are obli- 

gated to look at the various grades and qualities of wheat and to try 
and do an objective job of allocating these exports as best we can, tak- 
ing into consideration, of course, what the market outlets are. 

Sometimes we find diffic ulty moving a certain type or quality of 
wheat when we can move another type. 

Mr. Pox. I understand that many of the people, especially in 
European countries, want our Soft Red Winter wheat. 

Secretary Benson. That is true. 

Mr..Poik. There is not any problem of an outlet. There are out- 
lets there but we have not been letting them have the wheat. That is 
the way I understand it. 

Secretary Benson. Of course we always encourage them to buy for 
dollars when they will and can, but we do try to do the various things 
for the various grades under Public Law 480. 

Mr. Poux. I am in favor of selling for dollars, too. We all know 
that cannot be done, and so long as we are going to use some of the 
other provisions for other types of wheat I strongly urge you to in- 
clude Soft Red Winter wheat. 

Secretary Benson. We will certainly look into it carefully. 

The Cuarrman. Mr. Johnson. 

Mr. Jonnson. In going over the statement I do not find any recom- 
mendations for dairy products. Are you satisfied with the present 
program ? 

Secretary Benson. Congressman Johnson, the dairy situation has 
improved considerably. As you know, last ye: ir was a relatively good 
year. Our stocks are down somewhat now. At the present time the 
market price is right at or a little above the current butter price, I 
think, and about the same for cheese. 

We have felt, however, in making this rather blanket suggestion 
that we would hope the committee and the Congress would consider 
its application to dairy products as well. The problem on dairy 
products is not as acute as it is in the case of wheat by any means. 
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We are expanding our market somewhat, although this last year 
has shown a little dropoff in per capita consumption in fluid milk as 
you probably know. We think the answer to the dairy problem pri- 
marily is one of promotion and advertising and an increased con- 
sumption. 

Mr. Jounson. I have noted your theory on other commodities like 
wheat, tobacco, and peanuts. Is it your idea that if you lower your 
price that you are going to increase the production of the product and 
in that way do away with the surplus? 

Secretary Benson. Increase the consumption, not the production. 
The production generally would decline somewhat, the consumption 
would increase. 

Mr. Jounson. The consumption would increase and your produc- 
tion would decline. 

If I remember correctly, on April 1, 1954, the suport of dairy prod- 
ucts was lowered from 90 percent parity down to 75 ? 

Secretary Benson. That is correct. 

Mr. Jounson. And this coming April will be 5 years for this pro- 
gram. You have had a chance to see how your program works as 
far as lowering the price is concerned. Has that worked in dairy 
eee 

Secretary Benson. Has the supply gone down since April 1, 1954? 

‘ertainly the upward trend in production was slowed up and was 
shut off somewhat as a result of this action. The consumption has 
increased. 

Mr. Jonson. Have you the figures available so that they could be 
put in the record? Iam interested in the figures of what the produc- 
tion was for the last year where the price was 90 percent parity, and 
what the production was for the last year under the lower support. 

Secretary Benson. I think we could provide those. I am sure we 
could, Congressman. 

(The data referred to above is as follows :) 


Total milk production on farms 


Millions Millions 

of pounds of pounds 
Ri as I tT cn ck tgen pestis sind danstndideasdi aad 126, 381 
accent cnticcesthinsonteaiestodeil aka Fe Ree BO as ni cocency agence 126, 100 
DOG en ee cncctiedmicca eee 


1 Partly estimated. 


Mr. Jounson. I think you will find it has increased considerably. 
Am I right on that? 

Secretary Benson. There has been some increase in production, but 
the rate of increase, I think, has been at a declining rate. Compared 
with a year ago it is down this year. 

Mr. Jounson. If what you say is true, then your theory of lowering 
the price to deter production would be correct. 

Secretary Benson. No, I think not, because the rate of increase 
would slow down, which means that we would have had heavier pro- 
duction than we actually got had we kept the supports at the higher 
level. Also, the consumption had been declining somewhat, and that 
decline was slowed down and finally reversed and the consumption 
moved upward both in total and per capita. 
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Mr. Jounson. I was very much interested in your statement on 
“Food for Peace.” We have the Public Law 480 program on all these 
others now. 

Secretary Benson. Yes. 

Mr. Jonnson. But have all these other programs lowered the sur- 
plus? The surplus has been growing a little each year; has it not? 

Secretary Benson. Of course it is varied with individual commodi- 
ties. Some of the commodities that were in surplus for 5 or 6 years 
have been completely liquidated, especially where we have had rather 
broad discretion to move them into consumption. In the case of dairy 
products the stocks at one time were very much higher. We had a 
billion pounds of dairy products in the hands of the Government at 
onetime. In the case of wheat we were successful in whittling it down 
for a couple of years. Then we had this exceptional good growing 
year and the stocks are up again. 

Mr. Jounson. What I was getting at, Mr. Secretary, was how are 
you going to do what the President talks about in his letters and you 
talk about in your speech. Are you going to do all these things under 
the present program or the reenactment of Public Law 480? 

Secretary Benson. You mean the “Food for Peace” part of it? 

Mr. Jonson. Yes. 

Secretary Benson. This is new. We have not had a chance to get 
into it yet. We do not know whether we will need new legislation 
but if we do we will certainly come forward and ask for it. 

Mr. Jounson. How much study will it take before you know? 

Secretary Benson. I do not think it will take very long. 

Mr. Jonunson. Another thing I noticed in your “Food for Peace” 
program is that you are very much interested in more consumption 
at home. 

Secretary Benson. That is correct. 

Mr. Jounson. Would you be in favor of increasing the food con- 
sumption to low income people in this country 

Secretary Benson. Yes, if there is some practical way to do it. 
We are making all of these surpluses available now to people of low 
income, people. in need, people who are certified by State agencies. 
They can get supplies almost without limitation. So we actually 
have a good distribution program in operation now as I mentioned. 

Mr. Jonson. Yet we have a lot of people in this country who are 
going to bed at night hungry under the present program. 

Secret ary Benson. There is no reason why people should be going 
to bed hungry in this country. If State agencies will certify as to 
need and make the request of the Department we will provide them 
with the surplus commodities which we have in storage. 

Mr. Jonnson. I know in my own State, up until, I think, about 
December 1, out of the 71 counties, only 20 of them were using this 
surplus food because of the cost of distribution and the redtape in- 
volved. Would you be in favor of a plan to increase the consump- 
tion of surplus foods in this country to get people eating more? We 
have a lot of people on social security who cannot afford to buy the 
food they need for adequate diets. 

Secretary Benson. Generally speaking, Congressman Johnson, as 
we have studied the food stamp plan we have felt it not desirable to 
recommend it because we found it would not move as great a quantity 
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into consumption nt as we are already moving. We have an 
efficient, effective distribution system now of food to needy people 
through State agencies. We think the food stamp plan would not 
particularly fit and is not particularly needed at this time. It was a 
depression effort to make food available to people who did not have it. 
But we think now that the system we have is better than the old food 
stamp plan. ; 

However, I would recognize there are two or three versions of the 
food stamp plan. 

Mr. Jounson. There are many ideas on the food stamp plan. 

Secretary Benson. That is right. 

Mr. Jounson. You are talking about the plan that was tried during 
the depression. 

Secretary Benson. That is one of them. We studied one or two 
since then. There was one which we studied only last year, if I re- 
member correctly. 

Mr. Morse. There are several versions of it. 

Secretary Benson. We have reviewed a number of them. 

Mr. Jounson. Is your Department in favor of the food stamp plan 
at the present time ? 

Secretary Benson. Any plans we have seen today we are not in 
favor of. 

Mr. Jounson. You intend to work through the various State wel- 
fare agencies and dispose of as much food as possible ? 

Secretary Benson. We are moving great quantities through the 
school-lunch program and various institutional feeding programs. I 
do not say we are going to let it go at that. We are going to-be on 
the alert to watch for ways to improve it. 

Mr. Jounson. You still have the surpluses, though, which we want 
to dispose of. 

Secretary Benson. You bet we do. We want to do everything 
that is feasible to move it. 

Mr. JoHnson. Maybe there will be items in the food stamp plan 
which are not in surplus now. However, by people using and eating 
them more, the farmers would go on producing those foods and we 
will get rid of some of those surpluses in wheat and cotton. 

Secretary Benson. Our surpluses are in a limited number of com- 
modities, as you know, and those are the ones which usually are made 
available. There are three or four commodities. 

The Cuarmman. Any further questions? 

Mr. Bass. I think the discussion has been informative. I am pri- 
marily interested in tobacco. I am glad that the tobacco program is 
good. I want to commend your staff and the Department for the good 
job they have done in administering the tobacco program. There is 
one statement in your prepared text that I would like to correct on 
tobacco. We just hate to feel that way about it. You were talking 
about the major part of the support moneys going to the larger pro- 
ducers. You said that is also true for other supported crops. I would 
just like the record to show that most of our tobacco farmers do not 
hardly have an acre of production, so it would not be true in tobacco. 

Secretary Benson. I think that point is well made. 

Mr. Bass. As you know, the tobacco program is one we are proud 
of and it has not cost the Department or the taxpayers any money. 
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I notice that you make a recommendation on page 15 dealing with 
tobacco as a commodity and the possibility of poundage, acreage of 
control. I made this statement in 1955 and most of the people. in 
the committee room at that time wanted to scalp me, including my 
good friend Clarence Miller who is here today. 

I am glad to see that the Department is coming around to that 
sort of thinking because actually, Mr. Secretary, the only way to 
ever have a commodity control program that is workable and that will 
control production and handle surpluses is controlling the unit of 
production rather than establishing it strictly on the basis of acreage. 
If we did that and if we in the Congress, we politicians, were to look 
realistically in the Congress and in the Department at the control pro- 
gram dealing with units of production then we wouldn’t care whether 
we had 1 percent parity supports or 100 percent. It would not make 
any difference because then every commodity in America if we had 
the men who knew how to figure the necessary amount to be produced 
each year go into our markets, both domestic and foreign, and then 
we would never need a support program. We would never need a 

warehouse owned by the Government, nor would we need to loan any 
auunedicy group money in order to support these programs. The 
trouble with our program today is the fact that we have not con- 
trolled production, not the fact that we have not supported it prop- 
erly. Support price is unimportant if production is geared to the 
demand of the product. Of course, I could go on a little fase 
We talked about this 2 or 3 years ago. 

Secretary Benson. I remember. 

Mr. Bass. But still it is my thinking. Maybe a few years from 
now we will all come around to this thinking. 

Last fall I was in Europe. I am very interested in Public Law 
480. I think it is a great program, not necessarily just from the 
standpoint of decreasing surpluses, but from our overall international 
program. I was very dis: appointed to observe a can of cheese which 
was given under title II of the program and on the can it said in 
E nglish only, “This product is donated by the American people.” 
In this particular country I was in, more than 75 percent of the people 
are illiterate and probably very, very few could speak English. 

May I suggest to you, sir, that in the distribution of these products 
in the future that a separate statement be printed on the can in the 
countries where they are distributed in the language of that country 
so that the people will know that these commodities are being donated 
by the American people. Certainly tod: ay they are being distributed 
by various charitable organizations in the countries. In ‘dise ussing it 
with some of the people who are recipients of these products we found 
that they were wholly uninformed and totally of the opinion that they 
came from a certain church group rather than from the American 
people as such. 

Secretary Benson. May I say, Congressman Bass, that one of the 
requirements we have spec ified in making these foods available to 
church and relief organizations that each “package carry a label, “A 
Gift of the American People.” 

Mr. Bass. Yes. 

Secretary Benson. As to the translation into the language of that 
country I am not 100 percent sure on that. Maybe that has not been 
done. If is has not then I think you have a very important point. 
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Mr. Bass. It has not been done on the packages that I observed in 
the offices of your attachés and in the embassies I visited. I think it 
isa good program. We want them to eat it whether they know where 
it comes ecu or not, but I think that in the overall program the ad- 
vantage would be much greater to us and to our country if in every 
country your attachés were given the, authority to have these labels 
printed up for that purpose. Whether the law exists or not I do not 

know. If you need further authority on it I will be very happy to 
see if we can get it for you. 

Secretary Benson. The law is very clear on making it understood 
that it is a gift of the people of the United States. We may be able 
to improve that by putting it in their native tongue. 

Mr. Bass. That is printed on every package in English but there 
are very few English-speaking nations today that are receiving the 
merchandise and a very small percentage of the people who can trans- 
late it at all. 

Secretary Benson. I would like to explore that with our people. 
That appeals to me very much. 

Mr. Bass. There is only one other thing in your statement that I 
would like to comment on. I know that am not going to be very 
popular with a large part of the committee and with the Department 

and some other people interested in this. I notice that you recom- 
mended the early enactment of the extension of the Sugar Act. I 
think it is a great program and it must be extended. 

However, due to the great participation in the sugar program of 
Cuba I would like to recommend to you, sir, and to the chairman of 
my committee, that under the present political situation in Cuba that 
we delay the discussion of the Sugar Act as long as possible to see if 
the political situation in Cuba can be quieted down or alleviated just 
a bit before we go into this touchy political situation which is so very 
vital to the economy of Cuba as such. 

That is all I have. 

Secretary Benson. We would be very pleased to leave that in the 
hands of the Congress and in consultation with the State Depart- 
ment as long as we got the extension this year, Then I think it would 
serve our needs all right. 

Mr. Bass. If we got it early next year it would serve the purpose, 
would it not? It does not expire until the latter part of the calendar 
year. 

Secretary Benson. I think that is right but there is the planning. 
The farmers need the advance notice if they can get it to help them 
carry out their plans. They make some of those a long way ahead. 

The Cuarrman. Any further questions? 

Mr. Coan. I have. 

The Cuarrman. Mr. Coad. 

Mr. Coap. Mr. Secretary-—— 

Secretary Benson. Yes, sir. 

Mr. Coan. This is our first public personal exchange. 

Secretary Benson. Yes, sir. 

Mr. Coap. And while those which have transpired in the past have 
not always been of mutual agreement I am sure that today we agree 
on one thing, and that is that I am glad you are here and I am sure 

you are glad I am here because it is because of you that I am here. 


=~ _-_- wa 
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Secretary Benson. I am always glad to tL you in any way I can. 

Mr. Coap. I have just about three or four brief questions. 

You made the statement today in your testimony that 1s have 
never supported any commodity below 65 percent of parity 

Secretary Benson. I think 60 or 65. I think that is right. 

Mr. Coap. I made a note that you had stated 65 this morning. I 
just wondered if that would hold true this year, that you are not 
anticipating supporting any commodity below 65 percent? 

Secretary Benson. Of course, what we do where we have the dis- 
cretion, Congressman Coad, is to try and set the level at the point 
which we think is best for that commodity group, that is which will 
permit the commodity group to move into consumption and will per- 
mit the building of markets and strengthening of markets. We can- 
not set a figure and say we will not go below any figure on the market 
because conditions change and commodities will be different. 

Mr. Coap. Some commodities will be set far below 65 percent ? 

Secretary Benson. That is always possible. We, of course, had 
complete discretion on practically all of the commodities except these 
that I referred to this morning, these few on which there are rigid 
supports provided by law. 

Mr. Coap. Another question. You have talked to a great extent 
and I have read many of your speeches and you talk about giving the 
farmers a great amount of freedom. I think, of course, that it is 
essential in this country that we always have freedom. I wonder if 
you would go to the extent of giving the farmers the freedom to vote 
on a referendum that would include high price supports and acreage 
allotments or other marketing quotas 4 

Secretary Benson. I think it is a good thing to get expressions from 
farmers through a referendum where the Congress can provide a 
referendum in a way that provides proper safeguards. I do not think 
that we want to give blanket approval that any group in our country 
could have a program legislated into existence because that particular 
group voted for it. 

There would be real danger in that. It would be a dangerous 
policy because it is conceivable that many of them would vote things 
that were not in the public interest, public welfare. But I think, with 
limitations where the Congress itself determines that that is a safe 
and wise thing to do, then I would certainly have no objection. 

They did it in the case of corn, but Congress provided it, not the 
Secretary of Agriculture but the Congress, the elected representatives 
of the people. 

Mr. Coap. Do you mean that in the case of corn this referendum 
that was held on the 25th of November last year was the wide-open 
option, that a farmer had a real choice ? 

Secretary Benson. Well he certainly had a choice, yes. I do not 
know what you mean by “a real choice.” In the referendums in the 
past a farmer has not had a real choice certainly. He voted to con- 
tinue the present program or else take 50 percent of parity and con- 
tinue the quotas. 

Mr. Coav. This morning in your presentation you offer two alter- 
natives and we have discussed them at great length. I am not going 
to enumerate them here. Would you be in favor of presenting your 
two alternatives here in addition to a high price support acreage allot- 
ment marketing quota alternative on a referendum ? 
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Secretary Benson. I have not thought of that, Mr. Coad. I would 
have to take a good look at it. It depends on what was in the refer- 
endum and what the details were. 

Mr. Coan. In giving the farmer the choice you would not be against 
it? 

Secretary Benson. I would like to ask this question. What do you 
mean by “real controls on corn”? That is the thing you would have 
to determine. Certainly the present program does not provide real 
controls on wheat or anything else. 

Would it include marketing quotas on corn? The Congress did 
away with them some time ago. 

Mr. Coap. Well, I am not here to offer the details. I am asking 
for your approval, if you would go along with it. 

Secretary Benson. I couldn’t approve it or disapprove it without 
seeing the details, sir. 

Mr. Coap. I have this question: Would you favor the proposition 
of making it mandatory for that portion of gasoline used on the 
farms for farm purposes which qualifies for a Federal tax rebate to 
of necessity consist of 5 to 10 or some other percentage of grain 
alcohol ? 

Secretary Benson. I don’t know. I would have to study that. I 
did recommend, of course, legislation which was passed by this Con- 
gress providing that farmers get a rebate on that part of the gasoline 
used on the farms, including the Federal tax. I would have to study 
it. It is done, I believe, in some countries. I think it is done in 
Sweden under certain conditions. 

We can make the alcohol out of surplus farm products, as you 
know. It has been largely a question of economics. To use it, there 
would have to bea rather heavy subsidy. 

Now it is a question of whether the Congress would feel it wanted 
to subsidize the use of farm surpluses to make alcohol. 

Mr. Coap. This would be an industrial use. Would you think that 
this might come within the review of industrial uses of grains? 

Secretary Benson. As a matter of fact, it has been reviewed a num- 
ber of times, and it has been largely a question of the economics of 
it. It can be done. Technically, it is feasible. Economically is an- 
other question. 

Mr. Coap. Now I have just one last question. It is my under- 
standing that there are to be yet this year approximately 1 billion 
pounds of soybean oil exported on Public Law 480, and, of course, 
this year is rapidly transpiring, and I was just wondering when 
these exports are going to begin. 

Secretary Benson. Of course, we are exporting surplus farm prod- 
ucts almost every day. 

Mr. Coan. I was directing this specifically to soybean oil. 

Secretary Benson. Yes, I understand. We usually do not indicate 
in advance just how much of each commodity is going to be exported. 
ee firmly because we don’t know what the opportunity is going 
to be. 

I would like to ask Mr. Miller or Mr. Sorkin to comment on that. 

Mr. Mirirr. Congressman Coad, we have 365 million pounds 
shipped the first 6 months. 

Mr. McLatn. That includes all oil, doesn’t it ? 
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Mr. Sorkin. No. This is Public Law 480. 

Secretary Benson. This is under Public Law 480, soybean oil. 

Mr. Coap. We had a brief meeting the other day with the Live- 
stock and Feed Grain Subcommittee, and there was a gentleman from 
your Department whose name I don’t recall right at the minute— 
perhaps Mr. Poage can refresh my memory—who said there would 
be a 

Secretary Benson. Mr. Palmby. 

Mr. Coan. That there would be a billion pounds. 

Mr. Sorkin. We have already signed or will shortly complete 
agreemeits for over 700 million pounds of oil, we are moving every 
day. 

Mr. Coan. In other words, it is a moving program. 

Mr. Sorkin. We have already signed or will shortly sign agree- 
ments for over 700 million pounds of that billion. 

Mr. Coap. The inference left that day was the billion was yet to 
be shipped. 

Mr. Sorkin. We have a very substantial and good record in the ex- 
port of oil, as is pointed out in this statement. 

Mr. Coan. I understand that. 

Mr. Sorkin. We have exported under this authority about 214 
billion pounds of oil, which is the equivalent of almost 250 million 
bushels of soybeans. This includes cotton oil, too, I should say. 

Mr. Coap. Thank you. 

The Cuarrman. Mr. Short. 

Mr. Suort. There is a question that came to my mind, Mr. Chair- 
man, on which I wasn’t quite clear: the choice which Mr. Coad was 
referring to in this referendum which he mentioned. 

Did you understand, Mr. Secretary, the choice that he was pro- 
posing? I wasn’t clear. 

Mr. Coap. What I had included were the two alternatives as 
presented by the Secretary in his testimony this morning, plus my 
additional option of high price support of an acreage controlled 
marketing quota type. 

Mr. Suorr. That is in addition to what the Secretary suggested ? 

Mr. Coap. In addition to, making a multiple of three. 

Mr. Suorr. That is the Secretary’s second suggestion. 

The Cuatrman. Mr. Coad, it was strict controls with the price 
supports, on one hand, and complete freedom without price supports, 
on the other. 

Mr. Coap. I included the Secretary’s, too. 

The Cuarrman. And you added to that price supports ? 

Mr. Coan. That is right. 

The CuarrMan. So, the alternatives would be two: first, whether 
they wanted strict control as outlined by the Secretary with the rea- 
sonably high price supports, or no controls and no price supports. 

Secretary Benson. In the case of corn, Mr. Coad, as you know, 
we did have a program of controls, and I would think you would 
call them reasonably high price supports. We got very little par- 
ticipation on the part of corngrowers. 

The Cuarmman. I think it is a different situation with wheat. We 
have to do something about wheat, as pointed out this morning by Mr. 
Albert. I think you agreed with it. 
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Secretary Benson. Yes, but I understood this morning he was 
talking about feed grains, particularly corn. 

Mr. Coan. I am not eliminating any. 

The CuairMan. Suppose the Wheat Subcommittee or this com- 
mittee would suggest a program for wheat which contemplated a 
referendum among the farmers and let them choose whether they 
want strict controls with reasonable supports or complete freedom 
with lower supports and let them vote on it; would you favor such 
a referendum as that ? 

Secretary Benson. I would like to take a good look at it before I 
passed my judgment on it. It might have some merit. 

The CuarrmMan. It seems to me that there is some merit in the 
suggestion that we either do one or the other. I don’t see much 
difference between us on that proposition. You lay down two roads 
you can travel, one or the other. 

I do not think we can afford to support at high levels unlimited 
production of any crop, but I do think we can support at high levels 
if we have strict controls on the supported commodities for a while. 

Whether the farmers want strict controls or not, I do not know. 
You said that the referendum indicated that all the farmers did 
not want them. Maybe after 1 sad year of experience, 1959, they 
would change their minds. 

Mr. Poage points out the corn farmers never had any real control 
because they had commercial and noncommercial areas. 

Secretary Benson. As a matter of fact, on most of the basics, we 
have never had any real control. Certainly that has been true of 
wheat. 

The CuarrMan. You have had it in tobacco, as Mr. Bass indicates. 
It was pointed out this morning that tobacco prices are not leaning 
now on support program. They are not leaning on 32 funds because 
they haven’t had 32 funds in 10 years. 

So, when you look at the price-support program, although it is 
high, we are still not leaning on it to any great extent. 

Secretary Benson. Of course, we are in difficulty, as you know, 
on tobacco. I will not take time to go into that, necessarily. 

z he Cnairman. About tobacco, what did you say ? 

Secretary Benson. We are in some difficulty about flue-cured 
tobacco, as you know. 

The Cuarrman. If you leave us alone, I think we will work it out 
ourselves. 

Secretary Benson. I am perfectly willing, Mr. Chairman. We 
are not seeking for more work to do. 

First of all, in the case of wheat, there are 60 percent of the wheat- 
growers that do not vote now in the referendums. That will be an 
immediate question: Are you going to let them all vote? 

The CratrmMan. Who are they, the 15-acre men ? 

Secretary Bensen. Those who are under 15 acres. 

The Cuarrman. All right. If you are going to have strict control, 
you might even consider the advisability of doing away with the 15- 
acre exemptions, 

Secretary Benson. You would have to let them vote. That is one 
of our alternative recommendations. 

The Crarrmman. Mr. Albert points out the difficulties. 
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Secretary Benson. If you are going to put real teeth in this so it 
means control and you are going to give every wheatgrower a chance 
to vote, then I don’t question But what I would be willing to give 
favorable consideration to it. 

The CuarrMan. But, anyway, it is problem No. 1, as I see it, now. 

Secretary Benson. It is. 

The: Cuarrman. And our Subcommittee on Wheat will start to 
work immediately and will work diligently in an effort to solve the 
problem and I hope to have the cooperation of you and the members 
of your Department. 

Secretary Benson. Mr. Chairman, I pledge you that cooperation 
without any question. We stand ready to help in any way we can. 
We know what difficult problems you face in modifying some of this 
legislation. 

he CuatrMan. I thank you very much. 

Secretary Benson. It must be done. 

The Cuarrman. I thank you very much, Mr. Secretary, and I 
apologize for taking so much of your time. We are grateful to you 
for appearing before the committee here today. 

Secretary Benson. Thank you. 

The Cuarrman. Thank you very very much. 

The committee stands adjourned. 

(Whereupon, at 4:20 p.m., the committee was adjourned.) 


x 


\\ 





/ COTTON AND RICE ACREAGE 
) ALLOTMENT EXCHANGES 








ee WWEATGAN 
, HEARING npr t 5 
BEFORE THE enone ROOM 
SUBCOMMITTEE ON COTTON 
SUBCOMMITTEE ON RICE 


COMMITTEE ON AGRICULTURE 
HOUSE OF REPRESENTATIVES 


EIGHTY-SIXTH CONGRESS 
FIRST SESSION 
ON 


H.R. 679, H.R. 3215, H.R. 4364, and H.R. 4394 





FEBRUARY 17, 1959 





Printed for the use of the Committee on Agriculture 


Serial E 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
37690 WASHINGTON : 1959 








COMMITTEE ON AGRICULTURE 


HAROLD D. COOLEY, North Carolina, Chairman 
W. R. POAGE, Texas, Vice Chairman 


’ 

GEORGE M. GRANT, Alabama CHARLES B. HOEVEN, Iowa 

E. C. GATHINGS, Arkansas PAUL B. DAGUE, Pennsylvauia 
JOHN L. McMILLAN, South Carolina PAGE BELCHER, Oklahoma 
THOMAS,G, ABERNETHY, Mississippi CLIFFORD G. McINTIRE, Maine 
CARL ALBERT, Oklahoma HENRY ALDOUS DIXON, Utah 
WATKINS M. ABBITT, Virginia WINT SMITH, Kansas 
JAMES G. POLK, Ohio CHARLES M. TEAGUE, California 
CLARK W. THOMPSON, Texas ALBERT H. QUIRE, Minnesota 
PAUL C. JONES, Missouri DON L. SHORT, North Dakota 
HARLAN HAGEN, California CATHERINE MAY, Washington 
LESTER R. JOHNSON, Wisconsin ALEXANDER PIRNIE, New York 
ROSS BASS, Tennessee DELBERT L. LATTA, Ohio 

W. PAT JENNINGS, Virginia 

D. R. (BILLY) MATTHEWS, Florida DELEGATE 


GEORGE 8. McGOVERN, South Dakota 

MERWIN COAD, Iowa 

J. FLOYD BREEDING, Kansas RESIDENT COMMISSIONER 

FRANK A. STUBBLEFIELD, Kentucky al a llh dine ) 
A. FERNOS-ISERN 

HAROLD B. McSWEEN, Louisiana ee ee 

EARL HOGAN, Indiana 


JOHN A. BURNS, Hawaii 


—_—_ ———, Clerk 
Hype H., MuRRAY, Assistant Clerk 
JOHN J. HEIMBURGER, Counsel 
Francis M, LEMay, Staff Consultant 


SUBCOMMITTEE ON COTTON 


FE. C. GATHINGS, Arkansas, Chairman 


W. R. POAGE, Texas PAGE BELCHER, Oklahoma 
THOMAS G. ABERNETHY, Mississippi CHARLES M. TEAGUE, California 
HARLAN HAGEN, California ALEXANDER PIRNIE, New York 


GEORGE M. GRANT, Alabama 


i neteeeteeeneenal 
SUBCOMMITTEE ON RICE 


CLARK W. THOMPSON, Texas, Chairman 


E. C. GATHINGS, Arkansas WINT SMITH, Kansas 
PAUL C. JONES, Missouri DON L. SHORT, North Dakota 
HAROLD B. McSWEEN, Louisiana 


m 





DEPOSITED BY THE 
UNITED STATES OF AMERICA 


CONTENTS 





Page 
H.R. 679. A bill to authorize the sale and transfer of acreage allotments 
and m: _ ting quotas, and for other purposes_-__.-.....---.----.-_-- 9 
H.R. 3215. A bill to permit the exchange between farms in the same county 
of Pe wl acreage allotment for rice acreage allotment__....-.--..-_-_- 1 
H.R. 4364. A bill to permit the exchange of cotton acreage allotment for 
shee qorenee albotmenh. . - 2.2 26 os wwcnccccnnceenscsuncdsaeuentedees 1 
H.R. 4394. A bill to permit the exchange of cotton acreage allotment for 
wine BOTORED BRORMIINL,.. . . - 46. cn senna csv nssvngget§agnoheusiebnn 2 


Statement of — 
Mills, Hon. Wilbur D., a Representative in Congress from the Second 
Congressional District of the State of Arkansas_____..._.._.____- 6 
Moss, Joseph A., Cotton Division, CSS; J. Alton Satterfield, Grain 
Division, CSS; Edwin F. Rollins, Grain Division, CSS, U.S. Depart- 


ment of Agriculture__ : ; 13 

Smith, Hon. Frank E., a Repre sentative in C ongre ss from the Thi ird 
Congressional District of the State of Mississippi dl dines harere ene 2 

Whitten, Hon. Jamie L., a Representative in Congress from the Second 
C ongre ssional District of the State of Mississippi-...........__-_- 8 


Additional data submitted to the subcommittees by— 
Gathings, Hon. E. C.: 


Davis, Je = Jennings, La., telegram of February 16, 1959______- ll 

Fuselier, A., Ville Platte, La., telegram of February 16, 1959___- 11 

ont, Tomas, Marianna, Ark., telegram of February 17, 1959_- 12 

Godley, L loyd, Osceola, Ark., telegram of February 16, 1959___- 11 

Homme, Paul Del, Kinder, La., telegram of February 16, 1959_-_ 10 
Istre, Harold J., Lake ren _ a of February 16, 

1959 - x ee a 00 nl ani vw Sin ce eld ieee pla Mie is AT an ee ee Oa 11 

Jardell, Paul P., Crowle Ly, , La , tele; gram of February 16, 1959_-- 10 

Mann, Lon, Mari: inna, Ark., ‘tele gram of February 17, 1959__-_- 12 
Mississippi Delrice Mill, Inc., Hollandale, Miss., telegram of 

povruary 16; 1000... ..06s..c8s- os srk is aie eee ae em Ei 11 

Taggart, Sam L., Augusta, Ark., telegram of February 17, 1959-_- 12 

Taylor, R. H., Trumann, Ark., telegram of February 17, 1959-- 12 

White, D. B., Jonesboro, Ark., telegram of February 16, 1959-_- 11 

Wyble, P. J., Opelousas, La., telegram of February 16, 1959____ 11 


Smith, Hon. Frank E.: 
Smith, B. F., executive vice president, Delta Council, Greenville, 
Weise., fetter Of Fentuary 10, 1006s. nance cnnnandsaueekes od 5 


III 





} 
| 
f 
| 





CC 








COTTON AND RICE ACREAGE ALLOTMENT EXCHANGES 





TUESDAY, FEBRUARY 17, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON COTTON AND SUBCOMMITTEE 
on Rick oF THE COMMITTEE ON AGRICULTURE, 


Washington, D.C. 


The subcommittees met in joint session, pursuant to notice, at 9:30 
a.m., in room 1310, New House Office Building, Hon. E. C. Gathings 
(chairman of the Subcommittee on Cotton) presiding. 

Present: Representatives Gathings, Poage, Grant, Abernethy, 
Thompson, Jones, Teague of California, Pirnie, and Short. 

Also present: Representatives Johnson, Smith of Mississippi, and 
Whitten; John Heimburger, counsel; Hyde Murray, assistant clerk; 
and Francis M, LeMay, consultant. 

Mr. GaTuinGs (presiding). The committee will come to order. We 
appreciate the two committees joining together. There are three 
bills, as I recall, H.R. 3215, by Mr. Smith of Mississippi; and one 
by Mr. Mills, H.R. 4394, and my own bill H.R. 4364. 

There is a slight difference between the bills. 

(The bills are as follows :) 


[H.R. 4364, 86th Cong., 1st sess.] 
A BILL To permit the exchange of cotton acreage allotment for rice acreage allotment 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Adjustment Act of 
1988, as amended, is amended by adding after section 378 the following new 
section : 

“EXCHANGE OF ALLOTMENTS 


“Sec. 379. The Secretary shall by regulations authorize the exchange between 
farms in the same county, or on the same farm, cotton acreage allotment for 
rice acreage allotment. Any such exchange shall be made acre for acre on 
the basis of application filed with the county committee by the owners and 
operators of the farms, and such transfer of allotment shall include transfer 
of the related acreage history for the commodity. No farm from which the 
entire cotton or rice allotment has been transferred shall be eligible for an 
allotment of cotton or rice as a new farm within a period of five crop years 
after the date of such exchange. The provisions of this section shall not apply 
in any State or administrative area where farm rice acreage allotments are 
established on a producer basis.” 


[H.R. 3215, 86th Cong., 1st sess.] 


A BILL To permit the exchange between farms in the same county of cotton acreage 
allotment for rice acreage allotment 
Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Adjustment Act of 
1988, as amended is amended by adding after section 878 the following new 
section : 
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“EXCHANGE OF ALLOTMENTS 


“Seo. 879. The Secretary shall by regulations authorize the exchange between 
farms in the same county of cotton acreage allotment for rice acreage allotment, 
Any such exchange shall be made acre for acre on the basis of application filed 
with the county committee by the owners and operators of the farms, and the 
transfer of allotment between the farms shall include transfer of the related 
acreage history for the commodity. No farm from which the entire cotton or 
rice allotment has been transferred Shall be eligible for an allotment of cotton 
or rice as a new farm within a period of five crop years after the date of such 
exchange. The provisions of this section shall not apply in any State or admin. 
istrative area where farm rice acreage allotments are established on a producer 
basis.” 


{H.R. 4394, 86th Cong., Ist sess.] 
A BILL To permit the exchange of cotton acreage allotment for rice acreage allotment 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Adjustment Act of 
1938, as amended, is amended by adding after section 378 the following new 
section : 

“EXCHANGE OF ALLOTMENTS 


“Src. 379. The Secretary shall by regulations authorize the exchange between 
farms in the same county, or on the same farm, cotton acreage allotment for 
rice acreage allotment. Any such exchange shall be made acre for acre on 
the basis of application filed with the county committee by the owners and 
operators of the farms, and such transfer of allotment shall include transfer 
of the related acreage history for the commodity. No farm from which the 
entire cotton or rice allotment has been transferred shall be eligible for an 
allotment of cotton or rice as a new farm within a period of five crop years 
after the date of such exchange. The provisions of this section shall not apply 
in any State or administrative area where farm rice acreage allotments are 
eStablished on a producer basis.” 

Mr. Gatuincs. The Smith bill just deals with the matter of two 
farmers inside of the county swapping allotments by consent of the 
county committee. 

The bill of Mr. Mills would permit a farmer on his own farm as 
well as with his neighbor to swap, as does my bill. 

We would like to hear from Mr. Smith of Mississippi to give us 
his views with respect to his legislation. 

We will be glad to hear from you, Mr. Smith. 


STATEMENT OF HON. FRANK E. SMITH, A REPRESENTATIVE IN 


CONGRESS FROM THE THIRD CONGRESSIONAL DISTRICT OF THE 
STATE OF MISSISSIPPI 


Mr. Smrrn of Mississippi. Thank you, Mr. Chairman. This idea 
was to meet one of the problems in many of the areas where cotton 
and rice are grown where there are some allotments that are not suf- 
ficient for efficient production. We realize that it is impossible to 
get any major adjustment in the allotment, but the bill was drawn 
with the idea that the swapping be confined to the same county, so 
that there would not be any question of acreage history or anything 
like that being disturbed, or any change in the historical allocation 
of acreage to a county or otherwise. 

3y that course we believe that the swap will in several cases 
enabie a farmer who has what you might call an inefficient allotment, 
in either rice or cotton, to make some arrangement with someone 
who has a situation where he can get into another commodity. The 
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swap would benefit both in the sense that they can more economically 
roduce the crop in which they want to increase their allotment. 

It would not affect the acreage involved. It is the type that in most 
cages either will be planted by the man who has the land or else will 
be turned into the county committee for reallocation. It won’t affect 
the total acreage planted in the county in that crop. 

It would seem to me that it would have a very good effect in the 
sense that it would make for more economical and efficient production 
by the farmers involved. 

I have asked the various organizations involved with both cotton 
and rice production in my area to give me an estimate, for example, 
of how much would be involved in the way of acreage in the entire 
Mississippi Delta area. And I am told that, from the best estimates, 
there would not be more than 2,000 acres. In other words, it would 
be a thousand acres of cotton to swap for a thousand acres of rice 
in the Mississippi Delta. Of course, that would have no effect on the 
total production or total acreage history within the counties involved, 
but it would make it possible for the farmers involved to produce 
more efficiently and more economically in the coming years. 

Therefore, it would cut the costs at a period when, as you know, 
our farmers are faced with the certainty of having lower prices for 
their products in the coming fall. I think this weuld fit in with 
the Department’s goal of more economical production and certainly 
would fit in with our idea of protecting the farmer. 

Basically, the proposed bill is very simple. It will simply swap 
within the county, and that is all that it does. 

Mr. Gatruines. You don’t care to go from one county to another— 
if you had one county with more acres growing in rice than the 
adjoining county with more acres in the cotton crop, you would not 
permit the swap. 

Mr. Smiru of Mississippi. That might be the situation, but I think 
it might involve too many questions. I don’t propose to do that here. 
This confines the swaps within the county. It would not in any way 
contribute to any trend of acreage or anything like that. 

Mr. Garuines. So that if farmer A had equipment to farm either 
rice or cotton, and he might have an allotment of both, and he would 
not utilize that equipment except for one, therefore, if he does not 
have enough rice to perareis, y row it, he would like to have 
more acres of rice in order to make for more economical operation. 

Mr. Smiru of Mississippi. This would be a benefit to the small 
farmer. The large one already has allotments in both commodities 
that are sizable enough to make for a pretty efficient operation. If he 
has a neighbor who has a small rice allotment and wants to get out, 
it would relieve him of the necessity of buying new equipment. He 
would be able to swap. 

Again, you might have individuals who want to specialize in one or 
two commodities, It makes that possible. 

I think that the bill would have nothing but a favorable effect on 
anybody. I certainly hope that the committee will consider it and 
take action on it as soon as possible so that we can allow these swaps 
to be made before the current crop season. 

Mr. Poacr. What would you think of adding peanuts as well as 
wheat to this on the same basis? 
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Mr. Siru of Mississippi. I am not familiar with those two crops, | M 


If you can do it without any difficulty, all right. 


Mr. Poace. I think there is a lot of merit in what you are saying, | 


So long as you require everybody to find somebody else who has 
another crop you don’t change the totals in the county. I do not think 
anybody could object to it. 

Let a man simply swap his peanut allotment for a cotton allotment 
or vice versa, which would mean an increase in one crop and a de- 
crease in the other crop on each farm. It would not change the total, 

But if you make this of more general application how would it hurt 
anybody? In some areas they have peanuts they might like to swap 
for cotton. It would not change the total acreage. 

Mr. Smiru of Mississippi. In any area where it would help to in- 
crease the efficiency in the farmer’s operations and at the same time 
not change the acreage pattern of that county, I don’t see how it 
would offer any trouble. 

I would like to have the Department’s views about how it is in rela- 
tion to other crops. There might be something that I don’t compre- 
hend that might offer some trouble. 


Mr. Grant. Let me make this observation here, along what Mr, | 
Poage has said. I will have to leave in a few minutes because of a | 


conference meeting with some Alabama people. 

I do think there is a good deal of merit in the case of wheat and as 
well as for peanuts. I don’t think there would be much swapping, but 
at the same time you will have the peanut growers in my section who 
have a small group there who cannot economically make the grade in 
peanuts or cotton when they are growing both. It might be helpful 
to them. 

As Mr. Smith says, it would help. I do believe that the committee 
should give consideration to including peanuts, and, probably, wheat 
as well. 

Mr. Tracue of California. I want to be sure that I understand 
this. I imagine it would work out this way, that you would not have 
more acreage in a given county but you would have more rice and 
more cotton if acreage is swapped because you have more efficient util- 
ization of the acreage that is now allotted. Is that correct? 

Mr. Sir of Mississippi. You might theoretically have more in 
the sense that if I had a 100-acre allotment of cotton instead of 90 
acres, I could theoretically be a little more efficient but in the main you 
just have more economical production. 

I don’t think there would be any greater, any larger production 
in the average farm involved because he had a little more acreage. 
He would be able to work more efficiently. 

I didn’t mean he would increase his production. I meant he would 


TE, 


be able to better utilize the machinery and labor and so forth, and, I | 


hope, to produce at a smaller cost per acre. It is difficult to see how it 
would increase the production. 

Mr. Teacue of California. I thought it was designed to help a 
situation where a man has acreage that is now allotted to cotton which, 
perhaps, would grow rice better than the cotton; he would swap and, 
as the result of the swap, he would have acreage which would pro- 
duce more rice and somebody else would have it to produce cotton. 
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Mr. Smiru of Mississippi. There is that possibility on individual 
farms. In most of the cases that I am thinking of they have acreage 
that is pretty good in both. They have acreage that is pretty well 
suited for that commodity, anyhow. But what they are interested 
in is not something to fit the acres so much, but to fit the machinery 
and their working force and how they like to farm, In some indi- 
vidual situations it could be that. I doubt, that it would in most 
cases however; because the people who expressed an interest in this 
to me taiked primarily about how they would increase their economy 
of operation. That is a better word than efficiency actually. That is 
what they are interested in. 

Mr. Tuompson. In your State, as well as in ours, it would not be 
affected by this unless they get peanuts inserted, because our allotment 
runs with the farmer and not with the farm. 

I understand the effect of it, cotton is not generally produced by the 
same man—-I do not know of any case where peanuts are. 

Mr. Poace. Many have peanuts and cotton. 

Mr. Tuompson. That is correct. 

I don’t see any great difficulty in this about the production of any 
of the commodities involved. I would like to hear from the Depart- 
ment on this. I believe that we will. 

Mr. Garuines. I just wondered if you had any statement that you 
would like to read into the record. I got a telegram yesterday from 
a constituent of yours. I don’t know but what you have that same 
telegram. 

Mr. Smiru of Mississippi. I will be glad to do that. I asked some 
of the people in the counties in my district where they grow large 
quantities of cotton and rice, to give me some information about the 
estimated acreage that would be involved. That is how I got the 
2,000-acre estimate for this production. I will be glad to put that in 
the record. 

That is my whole congressional district. I don’t think anybody has 
any allotment that is over 100 acres in rice. 

(The information is as follows:) 

GREENVILLE, Miss., February 16, 1959. 


Hon. FRANK E. SMITH, 
House Office Building, Washington, D.C.: 

Following sent to Hon. E. C. Gathings today: 

“Reference proposed amendment to permit exchange on rice and cotton acreage 
allotments, respectfully urge approval of this measure according to information 
that we have been able to develop only about 2,000 acres will be involved in 
Mississippi and amendment will not result in increase in plantings of either 
cotton or rice. Primary benefit will be to permit more efficient and economical 
farm operation. This is vitally important due to increasing cost price squeeze 
and declining farm income.” 

B. F. SMITH, 
Evrecutive Vice President, Delta Council. 

Mr. Garuines. Are there any further questions of Mr. Smith? 
Our colleague Hon. Wilbur D. Mills, of Arkansas, has a statement on 
behalf of his legislation, H.R. 4394. 


37690 
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SSTATEMENT OF HON. WILBUR D. MILLS, A REPRESENTATIVE Iy 
CONGRESS FROM THE SECOND CONGRESSIONAL DISTRICT OF THE 
STATE OF ARKANSAS 


Mr. Mitts. Mr. Chairman, I appreciate the opportunity of appear- 
ing before this distinguished committee in support of H.R. 4394 to 
permit the exchange of cotton-acreage allotment for rice-acreage 
allotment and vice versa. 

Simply stated, this bill will provide that two farmers living within 
the same county may exchange allotments for cotton or rice on an 
acre for acre basis. 

As you know, my district is ¢ eenpeued of a cross section of both 
cotton- and rice-producing areas. I have received numerous tele. 
grams and letters as well as person: al pleas from these people to ad- 
vocate a program of this nature. In advocating this measure it is 
not without thought to the trend which has been suggested by the 
administration to seek to reduce the amount of Government control 
which is presently exercised over the farmer. This measure will 
allow the individual to decide if he wants to concentrate on the pro- 
duction of cotton or the production of rice. It will give him the 
freedom to utilize his farm on the most economical basis for his 
particular land, equipment, and finances. 

At present, there are many farmers who are attempting to raise 
both cotton and rice on land which is far better suited from the point 
of view of productivity and thereby economics for only one of these 
crops. In other places in my district you will find farmers who do 
not have adequate equipment for rice production and yet are working 
a rice allotment which they must try to get into production to main- 
tain their families. 

Since the administration does not feel that additional aid to the 
farmer is the solution to the farm problem, then may I suggest that 
this measure although not creating additional acreage allotments will 
allow the farmer to decrease his production costs through being able 
to consolidate his farm machinery and equipment toward the produc- 
tion of only one basic money crop. The flexibility afforded by this 
program will serve to allow the individual to determine which crop 
he is better suited to produce, finance, harvest, and market. By re- 
ducing these production costs he will gradually be able to net more 
money from a lower unit cost of production resulting in a reduced 
selling price and come closer toward the goal of competition in the 
world market. 

This move will also have a stabilizing influence on the entire com- 
munity by generally creating a harder economy which will have 
the effect of slowing farm migration to urban areas by increasing 
rural employment and opportunities. 

By being able to concentrate his acreage on one crop, thereby 
creating a larger acreage for the individual involved, his produc- 
tion will become more stable and will therefore allow the ginners and 
grain dryers to better forecast their requirements, improve their 
facilities, and offer a better, more efficient service to the producer. 

Since this measure provides only for acreage swaps within each 
county, there is no threat of increased production since it will only 
affect the marginal counties that are suited to both rice and cotton. 
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It will, however, serve to allow farmers to operate on an economic 
basis which is realistic rather than an artificial one imposed by the 
allotment program as 1t now exists. 

In closing, may I say that an important indirect benefit from enact- 
ment of this proposal will be that as a result of more efficient pro- 
duction and consequent lower prices the trend toward inflation will 
be slowed at least in this area. I feel that this bill will serve these 
purposes and I respectfully request that this Committee act favorably 
on it. 

Mr. Poacr. Might I respond ? 

Mr. GaTHInes. Yes. 

Mr. Poacr. It seems to me that we ought to ‘apply this to all of 
the five basic crops. There are only five now because corn no longer 
has allotments. 

I do not know anybody in the world that would want to swap a 
tobacco allotment for cotton or for any other acreage. But at the 
same time we ought to give them the privilege of doing it, if we found 
anybody that wanted to do it. I see no reason why we should not 
make it applicable to all five basic crops and let the swaps be made. 

You won't get swaps made from a high-priced crop to a low-priced 
crop for the simple reason that the man who has the high-priced crop 
will not swap it off. 

Mr. Snort. Possibly in that connection as to other crops, so far 
as the farmers are concerned, it would seem to me that we should, 
perhaps, give some consideration to the possibility of this opening 
up under the table deals on allotments, such as, “We have got some 
riceland and you have some cottonland.” One is just as desirable as 
the other. Just one individual will say, “I will for a little additional 
consideration do it.” 

If there is anything bad about that aspect of it, possibly we should 
go into it. Otherwise, I see nothing wrong with it. 

Mr. Poacr. You mean you should not be allowed to sell allotments. 
There is a bill now pending authorizing the sale of allotments, a. 
direct transfer for money. But on this thing it would seem to me it 
would be sort of self-policing. 

I understand tobacco allotments are adding $1,000 an acre to the 
value of the land. Obviously, nobody will swap tobacco for a cotton 
allotment. 

Mr. Suorr. Unless somebody made up the difference. 

If somebody gets tired of tobacco, for instance, he would do some- 
thing like that. I am not offering an objection to this but offer that 
for consideration. 

Mr. Poacr. It would seem to me that there would be such a slight 
movement, if any at all, that it would have to be within the county. 
The total acreage would be the same in both tobacco and cotton and 
in rice and in cotton and in peanuts and in rice, whatever it is. You 
would not change the total acreage. I don’t see how the rest would be 
concerned. What difference does it make to me in Texas whether Mr. 
Gathings’ people are shifting, that one individual goes to rice and 
another to cotton? The total isthe same. The total remains the same 
when you get through with it. So what difference does it make to me 
as to who has that allotment ? 
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That is the thing that appeals to me about this procedure. Yoy 
‘vannot hurt the other fellow, and it could be of substantial assistance 
to a few individuals who would like to do so. 

Mr. Garuines. Mr. Smith. 

Mr. Somrru of Mississippi. In regard to Mr. Short’s idea, I have 
talked with a number of people who would like to take advant: age of 
this swap proposition on both sides—some who would like to swap 
for cotton and some who would like to swap for rice. I have had no 
suggestion from either type that there would be any likelihood of 
under-the-table sales as you point out, because, apparently, it is not 
considered. There are certain types of land where it might, but the 
farmers In my area are not considering any such thing. 

As you know, under the allotments, the major item in regard to 
sale of land is whether the allotment goes with it. That is something 
that you can’t do anything about. I don’t think that we would open 
up anything here that is not already pretty closely tied in with what 
is already done on the land that is sold. 

Mr. Snort. My only thought was some crops are more valuable than 
others. There is a possibility, as you say, the land changes hands. I 
just threw it out for consideration. 

Mr. Apernetuy. Have you talked with the Department on this? 

Mr. Garuines. No; we have not. 


Mr. Whitten. 





STATEMENT OF HON. JAMIE L. WHITTEN, A REPRESENTATIVE IN 
CONGRESS FROM THE SECOND CONGRESSIONAL DISTRICT OF THE 
STATE OF MISSISSIPPI 


Mr. Wuirren. Mr. Chairman, I enter a request for support of this 
bill. In my own particular district, my home county, which would 
be involved, would be affected only slightly. There is strong support 
in the area where they grow rice. And in the absence of any objec- 
tion, we are in favor of it. It would not be sufficient in any case to 
affect the rice program whereas it would contribute greatly to im- 
prove the situation in other areas that might be affected. 

Mr. AsernetHy. How much is that ? 

Mr. Wuirren. About 400 acres of rice. Not over three or four 
in that. 

Mr. Garurnes. I think you have in mind the overall benefit that 
would come from this swapping ? 

Mr. Wuirren. I do. Of course, it will have a real benefit. I think 
it would be beneficial to the people raising rice. 

Mr. Poace. Frankly, it would seem to me a rather fair and equita- 
ble proposition that could not hurt anybody else. You would have 
the same amount of rice; you would have the same amount of cotton 
when you get through. You would have to make a trade. There are 
a good many people that will not trade. In some cases you won't be 
able to do so. You will not find somebody that will trade. You will 
have to find somebody that wants to trade his allotment. 

I wonder if we could not extend this to the other three basic com- 
modities under allotments. There are a good many places where you 
will find the same situation with peanuts and cotton, as with rice and 
cotton, but certainly in the North Plains of Texas and some parts of 
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Oklahoma you will find a good many farmers that have both cotton 
and wheat allotments. A man has a small wheat allotment; it does not 
mean anything to him. It is not sufficient to maintain a combine for 
it. He cannot operate it efficiently. Somebody else will have a several 
acre allotment of cotton. Each of them would be in a better position 
to operate their farm than today because the man who operates 20 
acres of cotton is not getting very far either with something else. 

If, on the other hand, he could operate 40 acres of cotton, he would 
be pretty well fixed. Cotton seems to be in a better position than 
wheat. $ 

Mr. Tracue of California. You would be increasing both cotton and 
wheat production. é 

Mr. Poace. I don’t know that you would be increasing the surplus. 
You would be enabling them to produce it a little cheaper because that 
farm as now operated is unprofitable. A whole lot of people are farm- 
ing to hold their allotments that should not be farming. This bill will 
produce cheaper, I think, but I don’t think it will produce very much 
more than is produced today. 

Mr. Gaturnes. It is not always the same type of land in some coun- 
ties. Sometimes you have a ridge running across the county. One side 
might be more fertile than the other side. 

Mr. Poacr. And you will find it hard to get anybody to swap. 

Mr. Wurirren. Might I state to my friend from Texas that, cer- 
tainly, I realize it is hard enough to get a bill through where it does fit 
everything. The general theory is thoroughly sound and, in accord 
with what the Secretary of Agriculture is saying, that one of the prob- 
lems with the farmer is that their operations are too small for economi- 
cal operation. I think that is true in many areas, and this will help 
the farmer. It would enable many to get sufficient quantity to operate 
properly. On this matter I am amazed. The Secretary apparently is 
trving to reach it through some other means. I don’t entirely agree 
with him. But the farmer’s problem is the tremendous cost that he 
now puts in in cash to get a crop. And anything that will cut his 
operating cost down, certainly will enable him to do a better job. 

And in that connection, Mr. Chairman, several of you are interested 
in H.R. 679, which I introduced, permitting the cotton farmers to 
transfer acreage ; trying to meet this same problem. 

All it comes back to is to permit the farmer to get together a sufli- 
cient acreage, to bring together enough, even at his own expense to 
have that. 

(H.R. 679 is as follows:) 


[H.R. 679, 86th Cong., 1st sess. ] 


A BILL To authorize the sale and transfer of acreage allotments and marketing quotas, 
and for other purposes 


Whereas the removal of small farms from production in many areas has hurt 
business activity in local communities and will work against efforts to establish 
stable economic units; and 

Whereas it is essential to a proper operation of the farm program and to 
providing a consistent supply of farm products to meet domestic demand and 
to protect the United States share of foreign markets that, when acreage allot- 
ments and marketing quotas are determined, such acreage be planted, therefore 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That hereafter, notwithstanding any other 
provision of law, any farmer may sell and transfer, on such terms and condi- 
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tions as may be agreed upon by the parties, his acreage allotment and market. 
ing quota to any other farmer for use in the county or county area where such | 
allotment has been made. 

No such contract shall be enforcible until a copy has been filed with the agri. 
cultural stabilization and conservation committee of the county in which such 
allotment was made, and when a copy of such contract is filed with such county 
committee it shall have the effect of transferring such acreage allotment and 

marketing quota from one farm to the other. Such sale and transfer shal] 
not affect the acreage allotment and marketing quota of the farm or farms 
from which sold or the farm or farms to which sold, except during the one year 
in which sold. Neither shall it affect the permanent acreage allotment or mar. 
keting quota history of either farm. 


Mr. Garuines. This Subcommittee on Cotton held a meeting last 
week. In order to enact that type of legislation it will take consider. 
able time to pass that. We decided we would defer action on that 
and did. It would not apply to the 1959 crop year. 

Mr. Wuirren. I know. As to the gentlemen from the Department, 
I got their views. My purpose there was to try to get the support 
of the Department for it, but they gave an adverse report because it 
would require too much work for the Department. 

Trying to meet their objections, I then reintroduced the bill say- 
ing that it was strictly between the two farmers. Then the Depart- 
ment came out with an adverse report on that. So there is no way— 
I know you are up against their opposition. 

Mr. G ATHINGS. We will take up the proposal that seems to meet 
with everyone’s approval. Apparently, it would not increase the 
acreage of any one crop when a swap could be made between two 
farmers or one farmer. 

Mr. Wuirren. My purpose was to mention the principles of any 
farmer bringing together his acreage in an economical operation. 

I thank you for the privilege of being here and supporting the bill, 

Mr. Gaturnes. We do hope to take up later this legislation H.R. 
679, introduced by you. 

I would like at this time to put in the record some telegrams that 
came in from Mr. Thompson’s district and he said: 

Of the six parishes in my district (Seventh, Louisiana), to whom I sent tele- 
grams, I have received six replies. They are attached. 

T. A. THOMPSON. 
And I would like to read one or two of them for you to get an idea 
of what the situation is like in the State of Louisiana: 
Crow Ley, La., February 16, 1959. 
Hon. T. A. THOMPSON, 
Congressman, Washington, D.C.: 

In reference your wire today we do not know of any operators of rice farms 
that would swap-rice acreage for cotton acreage. We estimate approximately 
750 acres of cotton could be swapped for rice acreage, providing rice acreage 
were made available. In view of above from what source would rice acreage 
be derived if swapping is to be permitted. 

PAUL P. JARDELL. 


KInper, LA., February 16, 1959. 
T. A. THOMPSON, 
Member of Congress, 
House Office Building, Washington, D.C.: 

Estimate as requested in your telegram of February 16, 1959, for Allen Parish 
is 350 acres. 
PAUL DEL HOMME, 
Manager ASC Office. 
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LAKE CHARLES, LA., February 16, 1959. 


T. A. THOMPSON, 
Member of Congress, 
Washington, D.C.: 

Re your telegram of February 16 we have 172 acres of cotton allotment 
which might be swapped for rice allotment. We have no rice allotment that 


might be swapped for cotton. 
HanRowp J. ISTRE, 


County Office Manager, Calcasieu Parish. 


JENNINGS, LA., February 16, 1959. 


T, A. THOMPSON, 
Member of Congress, 
Washington, D.C.: 
Estimate 300 acres cotton allotment could be swapped for rice. No rice could 


be swapped for cotton. 
JEFF DAVIS, 


ASC, Francis Vincent Parish. 





OpeLousas, LaA., February 16, 1959. 


Hon. T. A. THOMPSON, 
Member of Congress, 
Washington, D.C.: 


Re telegram today, estimate 300 acres. 
P. J. WYBLE, 


County Office Manager, ASC, St. Landry Parish. 


VILLE PLATTE, LA., February 16, 1959. 
T. A. THOMPSON, 
Member of Congress, 
Old House Office Building, Washington, D.C.: 
Evangeline estimates 2,500 acres of cotton and 6,000 rice will be swapped un- 


der program. 
A. FUSELIER, 


County Office Manager, Evangeline ASC, Ville Platte, La. 

Now, then, I have received from my district the following tele- 
grams, which I will read into the record : 

JONESBORO, ARK., February 16, 1959. 
Hon, E. C. Took GATHINGS, 
Washington, D.C.: 

According to records of ASC office, approximately 500 acres of rice and 900 
acres of cotton could be traded and tied to farms that would quickly aid in 
making practical economic units of these small farm allotments. 

D. B. WHITE. 


OsceoLta, ARK., February 16, 1959. 
E. C. GATHINGS, 
House of Representatives, Washington, D.C.: 
Fourteen hundred in county rice allotment estimate one-third to half to be 


swapped. 
LLOYD GODLEY. 


HOLLANDALE, Miss., February 16, 1959. 


Hon. E. C. GATHINGS, 
House of Representatives, Washington, D.C.: 

We are very favorable to passage of legislative bill permitting exchange of 
rice and cotton acreage. This will not affect our surplus materially and only 
affect approximately 2,000 acres in Mississippi. 

MISSISSIPPI DELRICE Miri, INc. 
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MARIANNA, ARK., February 17, 1959, 
Hon. E. C. GATHINGS, 
House of Representatives, Washington, D.C.: i 
Not knowing regulations, acreage transfer would be hazardous guess. How- 
ever, guess would be 1,000 acres cotton and 300 acres rice at this late date. Next 
year would be different. Much more. 
THOMAS GIST, 
Chairman, Lee ASC County Committee, 


MARIANNA, ARK., February 17, 1959. 
Representative E. C. GATHINGS, 
House of Representatives, Washington, D.C.: 

Past underplanting history and ex-soil-bank acreage that would be practical 
for swapping indicate a minimum of 400 acres. Cotton for Lee County idea hag 
support of county farm bureau, Arkansas Agricultural Council, Rotary, Lions, 
and chamber of commerce. 

Lon MANN, 


AvuGusta, ARK., February 17, 1959. 
Congressman E. C. GATHINGS, 
House Office Building, Washington, D.C.: 


Woodruff County Farm Bureau supports proposal to exchange cotton allotted 
acres for rice acres or vice versa. 
Sam L. Taaoart, President. 


TRUMANN, ARK., February 17, 1959. 
Congressman KE, C, GATHINGS, 
Washington, D.C.: 

Re telegram: Yesterday, Poinsett County allotted 80,000 acres cotton, 36,000 
rice. Estimate 10 percent would be swapped, depending on weather. 

R. H. Taywor. 

Mr. Garuines. Any further questions before we proceed with 
any other witnesses or with the Department? We would like to hear 
from the Department officials at this time. 

Mr. Prrnie. As I have understood the comments there has not been 
any anticipation that a substantial number of the acres which will be 
swapped are of a type that are not used for any purpose now? 

Mr. Garurnes. Ordinarily, in cotton there is about anywhere 
from 4 percent on up not to exceed 10 percent of the allotments un- 
planted inside of the county. Some acreage was placed in the soil 
bank in the last few years. 

They didn’t raise anything. ‘Those folks in some instances have 
moved to town and they may not want to farm. They may not have 
the equipment to farm that land. 

Mr. Poace. I might say further that in both cotton and rice, or 
any commodity crop for that matter, there are always some who 
do not get the crop planted for some reason or another—and if you 
don’t get it planted you may be too late. 

Unless they plant their allotment, they lose their allotment and 
the result is that most of the land in both cotton and rice and other 
ange crops Is = planted. I don’t mean every acre of it 

s planted but perhaps 4 to 10 percent is not. 

Mr. Wutrren. That is particularly true in the country where they 
are growing rice. Unplanted cotton acreage is not in the section 
where they have rice. 

Mr. Poace. That is right. 
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Mr. Smiru of Mississippi. I would like to point out to Mr. Pirnie, 
that all of this acreage might not be farmed, and, if for any indi- 
vidual reason whatsoever, it is not, in my particular part of the 
country it is turned back to the county committee, for reallocation. 
We have a provision under the law for that. I have counted to make 
sure that no acreage is left unfarmed where it would be a loss to the 
county history. Thus if a man has some acres he is not going to farm, 
he will turn it into the county for reallocation because the county 1s 
too much interested in keeping those allocations. 

‘he underplantings Mr. Gathings has mentioned, where it aver- 
ages from 4 to 10 percent, is not a result of people not planting; it 
is the result of something that happened at the time of planting 
where it would be too late to make changes, where some got lost 
through weather conditions or something like that. 

Mr. Poace. Probably you mean where rain crushes it down. That 
depends on the type of soil you have. If you have loose enough soil 
you are probably all right. You probably in the delta area do not 
suffer from that. We have land that will crust immediately and, if 
that crust occurs, you just lose the planting. 

Mr. Prrnte. Thank you. 

Mr. Garuines. I wonder who from the Department would like 
to give us their views with respect to this type of legislation. 


STATEMENTS OF JOSEPH A. MOSS, COTTON DIVISION, CSS; J. ALTON 
SATTERFIELD, GRAIN DIVISION, CSS; EDWIN F. ROLLINS, GRAIN 
DIVISION, CSS, U.S. DEPARTMENT OF AGRICULTURE 


Mr. Moss. I believe you know the Department has been requested 
to report on Mr. Smith’s bill and no position has been taken on it 
yet. It should be within the next week or two, I suppose, that the 
views of the Department will be firmed up and the committee here 
will be given a report. 

Mr. Anerneruy. Mr. Moss, the Department received a request for 
a report on this bill early in January. 

Mr. Moss. On Mr. Smith’s bill, it was introduced January 22. 

Mr. Anerneruy. Do you know whether or not a request has gone 
over ¢ 

Mr. Moss. It has been received and it is being worked on now. 

Mr. Aserneruy. I thought I understood you to say that the 
Department had not been requested to make a report on it. 

Mr. Moss. No; I am sorry. The request is over there now. 

Mr. Anernetruy. But you are not ready to report ? 

Mr. Moss. Not yet, no sir. 

Mr. Anerneruy. When do you anticipate you will be? 

Mr. Moss. I know it is being worked on. I would say within 
2 weeks the report should be out. 

Mr. AnerNeruy. I do not believe they are ready to testify at all. 

Mr. Moss. Our understanding was that we would come over not 
to discuss the Department’s position on these bills but to answer 
questions and give any assistance we could on them. 

Mr. Poacr. I think we gain a good deal by these questions. You 
have heard all of this discussion this morning. Do you feel there 
are any difficulties in doing this? 
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Mr. Moss. Certainly, Mr. Poage, one question that the Depart- 
ment will have is whether, as ood as this may appear for cotton 
and rice, it would lead to a request from the field that it be extended 
to the other commodities. 

Mr. Poacer. That is right—the point is 

Mr. Moss. That is what we see. 

Mr. Poace. What difficulty is there with that? 

Mr. Moss. We have not discussed it. Mr. Satterfield and Mr, 
Rollins did not know until 9 o’clock this morning that they were 
coming over here. But sitting here and listening to the discussion, 
I have one question on wheat allotments, for ex: mple. 

As you know, wheat allotments are established in the summer, 
and very soon now the Department will start working on establish- 
ing allotments for the 1960 e rop of wheat. And the allotment notices 
will go out to farmers, I suppose, in June. And then they will have 
their referendum within a few weeks after that. That is for the 
1960 crop. 

And in the winter-wheat area those allotments will not be planted 
until this fall. 

Cotton allotments will not be established until the latter part 
of N Yovember, and we won’t know until the referendum is held, which 
is usually held early in December, whether we will have cotton allot- 
ments in effect. 

Just sitting here and listening to the discussion, it seems to me that 
there would be a problem on exchanging wheat for cotton, except 
in a case where a farmer, due to some . weather conditions, could not 
plant his wheat in the fall and somehow he found another farmer 
who would be willing to swap cotton for that wheat allotment so that 
he could in effect switch from wheat to cotton the following spring. 
Is that clear? 

Mr. Poace. I think it might very well mean that if the man made 
a trade, he would trade right now. And if I had cotton and Mr. 
Gathings had wheat, I would get to plant my cotton before he would 
get to plant his wheat because he would not get to plant the wheat 
until this fall, of course. But I would get to plant my cotton next 
month in my section. 

Mr. Moss. That is true of the 1959 cotton allotments, but the 1959 
wheat crop is in the ground now. 

Mr. Poacr. What you are driving at is that he does not know 
what his wheat allotment is going to be. 

Mr. Moss. Mr. Satterfield is here from the Grain Division. He may 
have some thoughts on the wheat angle of it. 

Mr. Sarrerrieip. Well, the thing that disturbs me on this is 
that if you make it applicable across the board to all commodities, 
you are getting into exchanging a low valued commodity, that. 1s, 
from the standpoint of production, for a high valued commodity 
and the pressure will be to exchange not one acre for one, but three 
acres for one. 

Mr. Poace. It can’t change the acreage. 

Mr. Sarrerrievp. It will build up pressure for changing the average 
if you permit it to apply across the board for exchanging the allotment 
of any commodity. 

Mr. Poace. I think, of course, that is going to happen. I think 
that has already happened in the Whitten bill. The Whitten bill 
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was before you last year and is before you this year. It allows 
the sale of allotments. This strictly provides that it is to be on an 
acre-for-acre basic trade. But the Whitten bill provides specifically 
exactly for what you are oe about. And I understand that 
you may object to the Whitten bill. But this does not do that. _ 

Mr. Satrerrieip. If it was confined strictly to cotton and rice, which 
are two commodities where the cost of production and the return 
per acre is about equal, then I would not think you would encounter 
any particpular difficulty. ; : 

Mr. Poage. I also understood that tobacco was higher priced than 
cotton. It yields three and four times as much per acre as for cotton. 
But the costs are much greater. Your costs are much greater on 
tobacco but your return per acre is far greater than on cotton. Cotton 
will make a better return than wheat. It costs you three times 
as much to produce or maybe more than that, but your return 1s 
going to be greater on your cotton. It will depend on what his costs of 
production are going to be. I am not saying that the wheat acres 
up in northwest Texas would trade cotton acres strictly from the 
standpoint of keeping the costs down. 

Mr. Sarrerrievp. That is true. 

Mr. Poace. Of course, I know I can get a bigger production off of 
cotton acres, but my net profits may be just as good on wheat. 

Mr. Sarrerrieiy. That is what I was driving at when I mentioned 
both the cost of production and return. It is actually the net profit 
per acre that influences the producers course of operation. 

Mr. Poacr. The biggest difference between my net profit on wheat 
today, I think it generally is, in that transitional period depends 
largely upon how large an acreage of wheat I have. Because if I 
have enough acreage of wheat to justify the machinery I know I can 
produce a good deal cheaper than I can if I have only a small acreage 
of wheat as I do today. 

Isn’t it greatly advantageous to us to group these things to where 
we can cut these overheads ? 

All of the talk we have had has been that we ought to try to cut 
the costs, be more efficient. And every time we come up to suggest 
something along that line, it is vetoed. 

Mr. Sarrerrievp. I think that is true. But yet when you try to 
apply this thing across the board by taking in all commodities, I 
think 

Mr. Poacer. Only five. 

Mr. Sarrerrrevp. I mean the five allotment commodities, that is 
what I meant, then you are completely losing sight of the production 
adjustment concept which is to bring supplies in line with demand. 

Mr. Poagr. Why are you? 

Mr. SarrerFreLD. Because you are going to have a particular com- 
modity produced in a greater amount than you start out to have 
produced. 

Mr. Poace. I want to increase my wheat allotment by 30 or 40 acres. 
I cannot. do that unless I find some wheat man who wants to grow 
cotton. That is the saving grace of this thing. I have all of the de- 
sire, I want to swap for something else, but unless I can find some- 
body on the other side I cannot trade. It is just like the futures mar- 
ket. You cannot have any more purchasers than you have sellers. 
They have to balance. 
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Mr. Sarrerrietp. That is true. But what actually happens is that 
the person who will want to trade wheat for cotton or rice for cotton 
is going to try and get the commodity which he can produce most 
efficiently. 

Mr. Po oaGe. That is correct. 

Mr. Sarrerrretp. He wil produce more of it. The man who is trad- 
ing the other way, is trying to get the commodity that he can produce 
most efficiently. 

Mr. Poace. There will be some slight increase in production, I feel. 
In the first place, the acreage involved. of course, is going to be quite 
small. 

Mr. Sarrerrievp. If it were confined to a very small acreage, I would 
agree. 

“Mr. Poace. In the next place, the production on that small acreage 
will be infinitesimal. Even though today some of us are growing 
wheat in small amounts that are probably unprofitable, we always ex- 
pect that good year to come. So we stay with it to keep our allotment 
going. Our costs are the same as if we were growing three times as 
much. Our acre yield has gone down but our costs per ‘bushel has gone 
way up. All we are trying to do in this bill is to cut that cost per 
bushel. 

You could not possibly get more than a fantastically small increase 
in total production. And if you give these people a chance to produce 
a little more efficiently, that is exactly what they all say they want, are 
we going to pick up the tec ‘hnicality to prevent what we know will re- 
sult in efficiency or are we going to have that efficiency ? 

Mr. Sarrerrrevp. Mr. Moss has pointed out that we don’t know what 
the Department’s policy is going to be on this. I was only following 
through on what the committee had been discussing. 

Mr. Poace. I started to ask Mr. Moss if he saw any mechanical diffi- 
culties that would make it difficulty for the Department to do this. 

Do you see any difficulty in that? 

Mr. SarrerrieD. I do not if it is confined to the commodities men- 
tioned in the bill, cotton and rice. 

Mr. Poace. Do you see any in connection with peanuts for cotton ? 

Mr. SartrerFrevp. I do not know. You can get involved in quite a 
task by trying to keep 

Mr. Poace. What sort of a task are you getting into? 

Mr. Sarrerriecp. Under our allotment programs we have to deter- 
mine whether the producer has planted within his farm allotment. We 
have to check performance with respect to each allotment crop and 
maintain a record of the planted and diverted acreage of each such 
crop. 

Mr. Poace. That is right and the bill provides that if I have 5 acres 
of cotton, and I sold them to Congressman Gathings, all in the world 
that you have to do is to put down 15 and give me 20. I do not think 
that will present any insuperable task on you. You would not have to 
have an IBM to do it. 

Mr. Sarrerrrecp. You have to maintain, of course, Congressman 
Poage, a historical record of what has happened on the farm. This 
year the producer will probably want to go one way; the next year 
he will want to go in another direction. His historical acreage of such 
crops is used in determining the allotment for the farm. This can 
create numerous administrative problems. 
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Mr. Poace. That depends on what you base that on. The reason I 
want to see this thing is to utilize my machinery to the best advantage. 

Mr. Sarrerriecp. We realize that. 

Mr. Poage. I don’t change that machinery every year. I don’t 
believe any other farmer does. I don’t believe there is any basis for 
the statement that the farmer wants to go one way one year and the 
other year the other way. 

Mr. SarrerrievD. If the legislation is made applicable across the 
board on all allotment commodities you would robably encounter 
a lot of it. If it is confined to rice and cotton, I do not visualize an 
particular administrative problems in handling it. I do not thin 
there would be very many farms involved. 

Mr. Poace. Do you see any greater problems if you include peanuts, 
except as to the number of farms? 

Mr. Sarrerrtetp. I don’t know what the peanut producers would 
want to do or what other crops they grow other than probably cotton 
in Texas, for instance. 

Mr. Poace. I recognize that. But you do not grow wheat on the 
peanut type of land. 

Mr. Pirniz. My question is about the mechanics, As to the pro- 
cedure now, I understand that within the county the individual 
farm has the allotment for a certain type of product? The record 
shows that. If the allotment were panied the change would be 
noted on that record. Could that not be done very simply ? 

Mr. SAtrerFIeLD. Yes. 

Mr. Pirnie. As to the mechanics of it, so it would not be necessary 
to keep any separate record. 

Mr. SarrerrreLp. You mean a separate record with respect to the 
transfer ¢ 

Mr. Prrnie. That is right; because the allotment would still remain 
the same within the county, would it not, as to any one product? 

Mr. SATrerFIELD. Well, now, under H.R, 3215 I believe that is true, 
but I don’t believe that is true under H.R. 4364 or H.R. 4394 where 
it would permit the exchange on the same farm of one commodity for 
another. 

For example, suppose all of the producers in the county that had 
cotton wanted to produce rice, certainly you would get a greater rice 
acreage planted than the county allotment. 

Mr. THomprson. Don’t they have to trade? 

Mr. SarrerriecD. He is trading cotton for rice. He will have a 
larger rice acreage to harvest than the county allotment. 

Mr. Tuompson. Somebody else has that acreage. 

Mr. SatrerFIeLD. He is trading with himself. He has both cotton 
and rice. 

Mr. Poace. I recognize what may be an unwise provision in the 
Mills and Gathings bills. I talked to the chairman about it. I rec- 
ognized that is what they propose. That would allow me if I had 
both wheat and cotton allotments and I thought I could make more 
out of cotton, I could just drop the other. That is not in the Smith 
bill.- The Smith bill requires absolute balance. The Smith bill re- 
quires that you keep the same balance between the crops. The Smith 
bill does not allow you to build up the more desirable crop except 
that it allows one individual to increase his allotments of the one 
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crop and another individual to increase his by exactly the same num- 
ber. That is a desirable provision. I would certainly like to add that 
provision to the Gathings bill. I could see that the other would 
cause trouble. This is what we are discussing, the Smith bill. 

I am asking how the Smith bill would impose any unreasonable 
burden ae you even if it were applied to all controlled crops. 

Mr. Sarrerrtep. I really don’t know just how this would work, 
I haven't thought of it in terms of spreading it across the board 
to all allotment commodities, or as to what our administrative prob. 
lems would likely be. 

Mr. Poaae. I certainly would not stand in the way of the cotton 
and rice people making a change if it would permit them to get what 
they want. 

Do you see anything wrong with it just as to cotton and rice? 

Mr. Sarrerrrenp. I would like to ask Mr. Moss, in our discussion 
here, what he thinks about it. 

Mr. Moss. I believe we started with what I think would be one 
point that the Department would be interested in: That is, whether 
if you pass the legislation for cotton and rice, whether there would be 
this demand to have it apply to all of the commodities. 

Mr. Poace. Just confine it to rice and cotton. The other people are 
going to see it and try to enjoy the same kind of program if it works 
out well for cotton and rice. T believe you would agree to that. 

Mr. Moss. The only two points that come to my mind on a bill 
applying to all commodities is the one that we discussed a while ago 
on the problem where the allotments are set at different times of the 
year and planted at different times of the year. 

Mr. Poacr. That does not pose any problem to you, though, does it? 

Mr. Moss. Yes; I think it would. 

Mr. Poacr. How? 

Mr. Moss. Well, we contemplate that under any of these bills that 
you would want the approval of the transfer to be made by the county 
committee within certain prescribed time limits, so that it would all 
be accomplished before planting time, for example. 

Mr. Poace. I am not sure just what the Smith bill requires. 

Mr. Moss. I cannot see how if the bill were applicable to all com- 
modities; I cannot see, I repeat, how a farmer who receives a wheat 
allotment in June, which would be for the 1960 crop, could make any 
kind of trade that the county committee could approve for cotton al- 
lotments for the 1960 crop because the cotton allotment would not be 

established until 4 or 5 months after that. 

I will admit that we haven’t had time to think through that one 
and discuss it. But, offhand, the difference in the time the allotments 
are set and the different planting times for those two crops would 
enter into it. 

Wheat is the one—— 

Mr. Poace. Wheat would be the only commodity about which you 
might have somé question. 

Mr. Moss. That is right. The other objection that might be made 
is the one that Mr. Short brought up here, that if you permitted pea- 
nuts or cotton allotments to be exchanged for tobacco, it would be 
difficult to prevent this swapping of acre for acre with some side agree- 
ment on what money would be involved in exchange. I am not pass- 
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ing judgment on whother that would be bad or not, but I think-there 
would be some people who would not/like to see it. 

Mr. Suortr. Mr. Chairman, what happens to the history? Should 
we fit it in? 

Mr. Moss. The bill provides for that. 

Mr. Suorr. Excuse me. It does? 

Mr. Moss. Yes, sir. The bill says that any such exchange shall be 
made on the basis of application filed with the county: committee, 
and the transfer of allotment between the farms shall include transfer 
of the related acreage history for the commodity. 

Mr. Suort. Thank you. 

Mr. Moss. There is one other question that I might mention here, 
and that is, the way the bill is drafted it seems clear to us that once 
the exchange is made and history would go along with it, that it would 
be a permanent exchange. 

Mr. Gatruines. That is right, 

Mr. Moss. However, it just occurred to me this morning that under 
this language there is no prohibition against the farmers who swapped, 
say, for 1960 coming right back 2 years later and swapping back 
the other way. I am not saying that 1s bad. Maybe it would actually 
be a good thing. 

Mr. Garuines. He might have bought a combine in the meantime. 

Mr. Moss. That is right. 

Mr. Garuines. And he may then want to go to the county com- 
mittee and make another arrangement for the next year. 

Mr. Moss. ‘That is right. 

Mr. Garuines. It would not invelve too much of an administrative 
problem ; would it? 

Mr. Moss. Not too much. We might work out some system of ex- 
changing back and forth. 

Mr. Garutnes. That could be done, but it probably would be in 
the great minority of the cases. 

Mr. Moss. Yes. 

Mr. Tracur of California. He has something to add. 

Mr. Moss. One other point we were wondering about was whether 
it was your thinking that this might possibly apply to 1959 allot- 
ments, that is, go into effect this year. 

Mr. Garutncs. The purpose of this meeting is to determine that, 
because we have to move and move fast. These wires are coming 
in from all over the areas that are sponsoring this type of legislation, 
and they want to know the answer. 

We appreciate yor coming up here and giving us the benefit of your 
views and observations. 

Mr. Tracur of California. I do have one question to put to you 
gentlemen—anyone who would like to answer it. I don’t have any 
rice in my district. I don’t know much about rice or the growing of 
rice. Maybe you gentlemen could tell me, If you were a ricegrower 
along the Sacramento River in California, would you think this is 
desirable legislation ? 

Mr. Sarrerrterp. It would not apply in California because allot- 
as there are determined on a producer basis, instead of on a farm 

asis. 
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Mr. Treacus of California. I understand that. But this is back in 
my mind. This would seem to work out in producing considerably 
more rice than was produced before. 

Mr. Satrerrievp. That is true because if this was made applicable 
to the other commodities, there would probably be a considerable 
amount of wheat acreage in the Sacramento Valley that would be 
exchanged for rice. There is no cotton in the Sacramento Valley, 
It is only in the lower end of the San Joaquin Valley where you have 
cotton and rice, and a very small area. 

Mr. Tracue of California. I imagine those people along the Sacra- 
mento would not think it was a good idea to produce substantially 
more rice. I am asking the question. I do not know the answer 
to it. 

Mr. Smits of Mississippi. The American Rice Producers Associa- 
tion, which represents the areas in California where some of the rice 
is grown under allotments to the individual, just on the basis that 
they have some producers in Louisiana that would like to swap—they 
are for it. That shows they don’t fear anybody will increase the 
rice production. 

Mr. Teacue of California. Would they not possibly get more rice 
production ? 

_Mr. Sorru of Mississippi. In the sense that they would be swap- 
ping by taking out cotton to get it. In that county, the bill would 
end up with the same acreage in both commodities. 

Mr. Garuines. May I say that if you had a county rice sheet before 
you and one for cotton, you would find on there quite a number of 
small 10- and 11- and 21-acre allotments to individual farmers on 
that sheet. Well now, you cannot operate well on any 21 acres or 
6- or 7-acre allotments. So many of those small allotments could be 
swapped for cotton. They could grow cotton, and you take them 
out of rice and put them in cotton. 

Mr. Tracue of California. I understand that. I am just trying 
to get it through my head. I don’t know anything about the rice 
industry. But it seems to me that if I were a ricegrower, along the 
Sacramento River, not in my district, I would not want more rice. 

Mr. Garutncs. It may not be produced. It may reduce it. It 
would not incerase it. It would not reduce it. It would more or 
less balance. 

Mr. Tracuse of California. I have no personal firm objection to the 
legislation. I am merely trying to explore who might object to it. 

Mr. Tompson. California and Texas are the only two States, ex- 
cept for a small area in Louisiana, which now have the right to 
grow on a producer basis. We certainly have no objection, of course, 
to any other States that want to try this. If they want to try it, 
it is all right with us. That is the only light I have on it. They 
are pretty careful farmers, and they probably have looked into the 
ultimate results and have concluded that it will not shift production 
very far one way or the other. 

Mr. Tracue of California. I have no one in my district. I am just 
trying to find out. I have no preference one way or the other. 

Mr. Garuines. They are producers. 

Mr. Tuompson. They don’t produce rice and cotton. 

Mr. Smita of Mississippi. That is right. 
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Mr. Teacur of California. There may be some areas in the San 
Joaquin Valley where they do. 

Mr. Satrerrrecp. That is true. 

Mr. Chairman, may I speak off. the record? I am not clear about 
one thing on that. 

Mr. Gatutnes. Yes. 

(Discussion off the record.) 

Mr. Garutnes. Are there any further questions at the moment? 

Before we proceed further if we confine this to the Smith proposal, 
that would minimize the objections, if any, that the Department 
may have, would it not? 

Mr. Moss. Certainly it would be better, I think, than an overall 
bill, that is, one applying to all commodities. 

Mr. Garutnes. Mr. Poage said if it was good for the rice and 
cotton farmers that it ought to be good for the peanut and the wheat 
farmers. 

Mr. Moss. Mr. Chairman, could we say one more word about this 
question of whether the bill would apply to the 1959 crops? 

Mr. Gatuines. Yes; let us stick to that. 

Mr. Moss. We know that at the present time cotton farmers who 
do not intend to use their allotments this year are releasing those 
back to the county committee. That is going on daily. 

Mr. Garutnas. Yes. 

Mr. Moss. I don’t know just what the picture will be if you act 
here and, of course, word gets out that the Congress may authorize 
exchanging cotton for rice. I don’t know how many counties would 
be affected. 'To the extent that farmers in those counties have already 
released their cotton allotments and they have been given to some- 
body else, we will certainly have a problem on that. 

Mr. SatrerFievp. I might say this—— 

Mr. Garuines. That might present a problem. You can still 
operate under the legislation. 

Mr. Moss. We could operate for those who have not already 
released. 

Mr. Garutncs. This would not in any way repeal the release and 
reapportionment provisions of the law. 

Mr. Moss. It would not. The provisions would not be available 
this year to the farmer who has already released the acreage that he 
has decided not to plant to cotton. 

Mr. Garutnes. That could be. He would not have done it except 
he wanted to. 

Mr. Sarrerrretp. I wanted to say this, the provision of this bill 
would be applicable principally in the delta areas of Arkansas, Mis- 
sissippi, and Missouri. I lan all of the delta area of Louisiana 
would have rice allotments established on a producer. basis. 

Mr. Garutnes. Yes. 

Mr. Sarrerrtetp. It would be confined primarily to that area. I 
doubt if there would be any demand for exchange of cotton for rice 
outside the delta areas of Arkansas, Mississippi, and Missouri. 

Mr. Garurnes. And maybe some in Louisiana. 

Mr. Sarrerrretp. I doubt whether there would be many in Louisi- 
ana. Possibly some few along the northern edge of the main belt, 
the fringe counties. But primarily that is all rice and no cotton. 
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Mr. Gatutnes. There is not a great deal outside of three or four 
States covered by this legislation. It would not affect too many 
farmers. 

Mr. Sarrerrievp. That is right. 

Mr. Garutnes. I would like to ask the gentleman irom Missouri, 
whether or not he has any information from his district on this. 

Mr. Jones. We only grow rice in five counties. We do not have 
allotments. There is no particular interest in those counties. In fac 
it only applies to two of them. I doubt if there would be over 100 
acres involved in it one way or the other. 

In one county the cotton farmers were interested im trading for 
some rice. There are no rice farmers in trading for cotton. In one 
county there is probably 50 acres that might be exchanged. I did 
not hear from the other counties. 

Mr. Tuompson. Certainly no objection. 

Mr. Jones. There would be no objection to it. I could see just 
from the operation in that area that some people are trying to produce 
rice on a basis that makes it possible where they can trade cotton to 
someone else for rice, and they could probably get together that way 
and make a profitable operation. I do not think it would increase 
production but it might enable some feliow to make a profit out of 
it, that was on the borderline now. It is not a big thing down there, 

Mr. Garutnas. Since the soil bank folds up in 1959 and these areas 
are interested in this type of legislation, it is a matter of efficient farm 
operation; and if they could have a little flexibility or leeway in it, 
it would help. 

Mr. Moss, what has been the situation in regard to these releases 
of this acreage where it has been occurring? 

Mr. Moss. I assume it is occurring pretty much all over the belt, 
Mr. Chairman. We talked to the State office in Mississippi the other 
day and they indicated that they were getting quite a bit of released 
acreage. I am not sure that would be true over in Mr. Smith’s dis- 
trict. I would assume that it would be over in the hill area of the 
State. 

Mr. Gatutnes. The hill area does not grow rice. 

Mr. Moss. That is right, 

Mr. Gatuines. Where else now? Do you have a great deal of folks 
who walked into the country office and said, “I want to release it”? 

Mr. Moss. No, sir. I think where rice is produced there will be 
less release and reapportionment than in your other areas. 

Mr. Garutngs. So it would not be at all difficult on the part of 
the Department to handle it if you had the authority. 

Mr. Moss. Certainly not as difficult with rice as it might be if 
you authorize the exchange of cotton and peanuts, say. 

Mr. Garutnes. I didn’t quite catch that. 

Mr. Moss. From the standpoint of the problem in connection 
with release and reapportionment, I would say there is less problem 
with a bill dealing with cotton and rice than there would be if it 
were cotton and peanuts. Many more counties would be involved 
with the latter. 

Mr. Garutnes. In view of the fact that there are very few areas 
in the Nation that had indicated interest in this type of thing, don’t 
you think it would be well if we could consider it? 
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Mr. Moss. Personally, I would think that the Smith bill would be 
preferable to the other bills or to a bill covering all commodities; 

es, sir. 
Mr. Garurnes. I know something about cotton. I do not know 
too much about wheat. The full committee would have to pass on a 
proposition of that kind. 

We have the chairman of the Rice Subcommittee present. I do not 
know whether he would be interested in extending this legislation 
over to cover other crops. 

Mr. Tuompson. At first, I thought it might be a good idea, but as 
we go further into it, I think it might be well to report out the Smith 
bill and try it first and if it works, then the other commodities could 
come to us with their proposition. I think it would be less compli- 
eated and a whole lot easier to pass the legislation if only these two 
commodities were involved. In another year, if it works well, it will 
be comparatively simple to come along with a bill taking in other 
commodities. 

That is the way it looks to me as a practical, everyday matter. 

Mr. Gatuines. Mr. Poage thought that if it were good for two, 
it ought to be good for five. 

Mr. THomeson. The more we talk about it, the more I think we 
better stick to the simple legislative matter rather than complicate it. 

Mr. Suorr. It seems to me in thinking on an across-the-board meas- 
ure for all commodities, you have to give a pretty long look at what 
happens to wheat, because the wheat-production area is large and 
there are no other crops under acreage allotment. There will be no 
possibility of trading this for other commodities. It seems to me 
that it must be treated necessarily having in mind the 15-acre-exemp- 
tion allotment in connection with what I spoke of as to what the allot- 
ment would be, would it not ? 

Mr. Sarrerrtetp. Yes; I think so. 

Mr. Garrutnes. Who is the other gentleman? 

Mr. Rotirns. I am Mr. Rolls. 

Mr. Garuines. Do you have any comments ¢ 

Mr. Roturns. I might say, Mr. Chairman, unofficially with respect 
to the bills which have been under discussion that it appears to me 
that basically the Smith bill is the same as the release and reappor- 
tionment provision that are now applicable to cotton, peanuts, and 
rice, with these basic differences: that this would permit a transfer or 
a release of one commodity for the reapportionment of another, and 
that it would permit a prearrangement between the two producers that 
are involved and that this is a permanent transaction rather than an 
annual transaction as is the case with the release and reapportionment, 
and fourth, that this is not applicable in producer rice States or pro- 
ducer administrative areas, whereas the release and reapportionment 
provisions as now applicable to rice do apply in those areas. 

So other than what has already been said with respect to the 
mechanics, the application of it only, without regard to any policy 
whatsoever, it seems that it would be most difficult to include wheat, 
in my opinion, even though peanuts might be included. 

And I think this gentleman, Mr. Short, I believe, mentioned that 


particularly in the case of the 15-acre provision, as I understand it, 
the farmer who now has a 10-acre wheat allotment, for example, 
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can plant 15 acres without regard to the allotment except for price- 
support purposes, might be perfectly willing to trade his 10 acres 
of wheat in order to get 10 acres of cotton, and that definitely does 
complicate it, as I see it. 

Furthermore, as Mr. Moss and Mr. Satterfield have already said, 
because of the timeliness of the planting, wheat would seem to com- 
plicate the picture considerably. 

And then, lastly, the release date at the present time, the adminis- 
trative release date for releasing rice-acreage allotments, for example, 
in Arkansas, is May 1, which has been set by the State committee 
and has been published in the Secretary’s regulations. The reappor- 
tionment date is May 8. That would mean that any acreage of rice, 
for example, which has been released, as of the present time, and, 
of course, prior to the May 1 date—I can’t quite get it through my 
mind as to how that would work in the case of a man who comes in, 
should this legislation be enacted, if he wanted to revoke his prior 
release in order to trade it for cotton. I mean, it would complicate 
it to that extent. 

Mr. Garutnes. That could happen but it would be remote, don’t 
you think? 

Mr. Rotirns. Of course. 

Mr. Garutneas. It would be remote, would it not? 

Mr. Rottrns. It is impossible to determine the degree that that 
would apply, yes. There would be some producers affected, I am 
sure, but there is no way of determining how many and we have no 
idea at the moment how many have already released rice acreage, 
for example, as of today. 

Mr. Gararnes. You run into administrative difficulties all of the 
time. A year ago a farmer went into the program and the rate was 
increased this year. The neighbor across the road, across the high- 
way, got a lower rate and he doesn’t like it at all. He signed up just 
a little early. 

You do run into a lot of those questions, there is no doubt about it, 
and we appreciate your giving us this information. 

Mr. Rous. I am not speaking officially. Particularly, I would 
like to reemphasize in the case of peanuts or wheat, my responsibility 
is primarily with rice. So that would be all of the comment I would 
have to make on it, I believe. 

Mr. Txompson. A parliamentary inquiry—I take it we are about 
through with our testimony now. What is the next step? Will the 
Cotton Subcommittee report it out with the Rice Subcommittee or 
what ? 

(Discussion off the record.) 

Mr. Garutnes. Let us make it 2 o’clock Friday afternoon. 

Thank you, gentlemen. 

(Thereupon, at 11:25 a.m., the subcommittees recessed to reconvene 
at 2 p.m. February 20, 1959.) 
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THURSDAY, FEBRUARY 5, 1959 


House Or REPRESENTATIVES, 
SUBCOMMITTEE ON CONSERVATION AND CREDIT 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 


The subcommittee met pursuant to notice at 10 a.m., in room 13810; 


New House Office Building, Hon. W. R. Poage (chairman of the 
subcommittee) presiding. 


Present: Representatives Poage, Johnson, Breeding, Stubblefield, 


McSween, McIntire, Short, and Pirnie. 


Also present: Representative Cooley (chairman), John Heim- 


burger, counsel, and Hyde Murray, assistant clerk. 


Mr. Poace (presiding). The committee will come to order. 
The assistant clerk will call the roll. 
Mr. Murray. Mr. Poage. 

Mr. Poage. Present. 

Mr. Murray. Mr. Johnson. 

Mr. Jounson. Present. 

Mr. Murray. Mr. Breeding. 

(Not present.) 

Mr. Murray. Mr. Stubblefield. 
Mr. Srupsierrevp. Here. 

Mr. Murray. Mr. McSween. 

Mr. McSween. Here. 

Mr. Murray. Mr. Burns. 

(Not present. ) 

Mr. Murray. Mr. Fernés-Isern. 
(Not present.) 

Mr. Murray. Mr. McIntire. 

(Not present. ) 

Mr. Murray. Mr. Short. 

Mr. Snort. Here. 

Mr. Murray. Mr. Pirnie. 

(Not present.) 

(Also present at hearing subsequent to rollcall: Mr. Cooley, Mr. 


Breeding Mr. Pirnie, Mr. McIntire, and Mr. Teague.) 


Mr. Poacr. We have a quorum present. We meet this morning to 


discuss the problems of conservation and credit concerning which all 
of the old members know. I do not believe, however, that we have any 
old members here except Mr. Johnson and myself. 


I should say to all of you that this subcommittee has the dual juris- 


diction over both conservation and credit. We have representatives 
of both conservation and credit present this morning. I wanted to 
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start with conservation but I see that we have Governor Tootell listed 
first. 

I will ask Governor Tootell and Mr. Bagwell to come around, 
Governor Tootwell will proceed. We are here to understand just 
what your functions are, how you operate, and what troubles you are 
having and if there is anything we can do about them. 


STATEMENT OF R. B. TOOTELL, GOVERNOR, FARM CREDIT ADMIN. 
ISTRATION; ACCOMPANIED BY JOHN BAGWELL, GENERAL 
COUNSEL, FARM CREDIT ADMINISTRATION 


Mr. Tooretn. Congressman Poage and members of the committee, 
we are happy to have this opportunity and since there are quite a 
number of new members on your subcommittee, I would like to begin 
pretty much back in the beginning so far as the farm credit situation 
is concerned and give briefly the background for it. 

Actually, the farm credit system we have today had its beginnin 
when President Theodore Roosevelt appointed the Country Life 
Commission in 1908. 

That Commission found that one of the most urgent needs in 
agriculture was for credit service that would be adapted to the needs 
of agriculture, a specialized type of credit for agriculture rather 
than the types that had been available up to that time that were de- 
signed primarily for commercial and industrial purposes and con- 
cerns. They felt that agriculture should have an opportunity to 
have access to loan funds at terms that would be comparable with 
those that commerce and industry enjoyed. 

The first legislation that grew out of that was the Farm Loan Act 
of 1916 that created the Federal land bank system. That estab- 
lished 12 Federal land bank districts in the United States with a 
land bank in each district. 

Those land banks were given the responsibility for making long- 
term real estate mortgage loans on the basis of first mortgage security. 
They established a pattern which has been followed to a considerable 
extent in other farm credit institutions that have come along. 

The initial capital for them was subscribed by the Federal Govern- 
ment with a provision that farmers, as they did business with their 
cooperative credit system, would invest in it and would eventually 
own it. 

That objective of the Federal land bank system was achieved in 
1947. So for 12 years now, the Federal land bank system has been 
entirely owned by its farmer borrowers. 

Land bank loans from the beginning have been made through local 
associations known as national farm loan associations. 

The funds for these loans have not come from the Public Treasury 
but rather from the sale of Federal land bank bonds which are not 
guaranteed either as to principal or interest by the Federal Govern- 
ment. They have as security behind them the net worth of Federal 
land banks. They area joint obligation of the 12 Federal land banks. 
Then, of course, they have also as security the mortgages which 
farmers give on the farm at the time they get these real estate loans. 
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The operation of that system has been a very successful one over 
the years and the Federal land bank system today has more than 
two billions of dollars in farm mortgage loans outstanding. 

The next member of this farm credit team came into being in 1923 
with the passage of the Agricultural Credits Act of 1923. ou will 
remember there was a very sharp and severe agricultural depression 
in 1920 and 1921 and that emphasized the need of farmers for a more 
dependable source of short term and intermediate credit for their 
production purposes and shorter time capital needs. 

The 12 intermediate credit banks were provided for, one in each 
of the Federal land bank districts, and they had common officers and 
boards of directors with the Federal land bank. | 

These credit banks did not make loans directly to farmers but 
rather discounted agricultural paper, notes, and mortgages which 
farmers had given to commercial banks, agricultural loan companies, 
or agricultural credit corporations that were organized specifically for 
the purpose of making loans to farmers. 

At the time there was debate as to whether provision should be made 
for the farmers who used this system to acquire ownership of it through 
retirement of Government capital. Since the credit banks were not 
primary lenders but rather discounted the paper of farmers, the 
decision was reached to defer a provision through which farmers 
might own the intermediate credit banks. 

The credit banks, by the way, obtained their loan funds by the 
sale of Federal intermediate credit bank debentures. Those are a 
joint obligation of all 12 of the intermediate credit banks. Usually 
they are sold for a 9-month term, and they command very favorable 
rates in the market in comparison with Government securities and 
more favorable than even the best corporation securities of comparable 
term. 

The intermediate credit banks had a fairly satisfactory history but 
their service was not available to the gerat majority of farmers. Con- 
gress had visualized that agricultural credit corporations would be 
organized all over the country to serve as retail outlets for this whole- 
sale source of credit that was made available for farmers through the 
intermediate credit banks. But that didn’t come to pass. 

So, in 1933, the next step on this was taken by creation of the pro- 
duction credit system. That provided that there should be a Pro- 
duction Credit Association, a local primary lending agricultural asso- 
ciation in every part of the United States, so that all farmers would 
have access to the services of the intermediate credit banks. 

That system has been a great success and I understand that a mem- 
ber of your subcommittee here, Mr. Short, of North Dakota is or has 
been a director of a production credit association. 

Mr. Suorr. That is right. 

Mr. Toorent. We are proud of the record the production credit 
associations have made. 

The Federal Government invested $90 million in these associations 
in the beginning to get them capitalized. As of a year ago last 
January, all but a million and three-quarters of that had been repaid. 

In the last year we have resubscribed to the capital stock of some 
10 or 15 of the production credit associations. Most of those were 
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associations that are in areas that have suffered a disaster. Five lof 
them were in the delta area of Mississippi, two in the delta area of 
Missouri, one in California, and one in Florida, in the vegetable pro- 
ducing area that suffered from frost a year ago. 

On the other hand, additional associations have continued to com- 
pletely retire the Government capital. 

Out of the 496 production credit associations in the United States 
today I believe there are just 38 that have any Government capital 
in them at all. The total investment of the Government in those 
associations is a little under $4 million. 

Mr. Poaer. How many did you say there were all told ? 

Mr. Tooret.. 496 of the production credit associations. 

Mr. Cootry. To what extent have you consolidated these in recent 
years? Have there been many consolidations? 

Mr. Tooretu. No, there has not been, Congressman Cooley. In the 
5 years that I have been down here now there have been just two 
fewer associations as the result of consolidation. It was 498 associa- 
tions 5 years ago, and there are 496 today. 

I believe one of those consolidations took place either in your 
State or, certainly, in the Columbia district within the last year 
or so, and another one of them was in Congressman McIntire’s district, 
about 2 or 3 years ago. 

Mr. McIntie. Yes. 

Mr. Tooretu. I mean the first farm credit district that covers eight 
States. 

The third member of this farm credit team is the bank for co-ops 
system that came into being in 1933. 

Most of you will remember the Federal Farm Board that came 
into being through the Agricultural Marketing Act of 1929. That 
Board, which was headed by Alex Legge, was given a fund of $500 
million and charged by the Congress to do two things: One, to sta- 
bilize agricultural prices through the pegging of commodity prices, 
and the other, to organize farmers cooperative marketing organiza- 
tions as a means of solving agricultural problems. 

Most people have the feeling that that $500 million all went down 
the drain. Actually, something more than 182 million of that was 
salvaged and was used to capitalize in 1933 the 13 banks for co- 
operatives, one in each of the 12 farm credit districts plus a central 
bank for cooperatives which has its headquarters in Washington. 

These banks do not make loans directly to farmers but rather make 
loans to farmer cooperative marketing, purchasing, and service 
organizations. 

The Farm Credit Administration, for which Mr. Bagwell and I 
work, is a small Federal agency here in Washington that was created 
in 1933 as an independent agency. It became a part of the Depart- 
ment of Agriculture in 1939. It again became an independent agenc 
December 4, 1953, by virtue of the Farm Credit Act of 1953, wit 
which you, Mr. Chairman, Mr. Cooley, Mr. McIntire, and Mr. John- 
son are familiar. I know that the four of you folks were active in 
connection with that legislation. 

That made provision for a Federal Farm Credit Board that would 
be a part-time policymaking board which would meet not less fre- 
quently than quarterly, and would not be an operating board but 
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would deal in broad policy matters. The President appoints one 
board member from each of the 12 farm credit districts. The 13th 
member of that Board is appointed by the Secretary of Agriculture. 

The Farm Credit Administration, this Federal agency that we 
represent, supervises and coordinates the work of the 36 district farm 
credit banks, the central bank for cooperatives, the production credit 
associations and the national farm loan associations. 

If I may recapitulate, we have 12 farm credit districts and in each 
of them there ave three banks: the Federal land bank which makes 
long-term real estate loans to farmers through national farm loan 
associations. 

We have the Federal intermediate credit banks which are banks 
of discount, and discount agricultural paper that is made for terms 
of anywhere from a few months up to a maximum of 5 years, those 
loans being made primarily through production credit associations 
although there are other financing institutions, including commercial 
banks that, from time to time, do discount agricultural paper with 
the intermediate credit banks. 

Then there are the banks for cooperatives which make these loans 
to the farmers’ cooperative associations. 

Each of these three systems of banks sells its own securities to the 
investing public as a means of obtaining loan funds. 

I had occasion just a couple of days ago to look up some figures 
here by way of comparison of what has happened in the last 5 years 
in this system. 

In our Washington office, for instance, we have done a good deal of 
streamlining and our personnel in the Farm Credit Administration, 
exclusive of field appraisers, has gone down from 322 at the time of 
the creation of the Farm Credit Board, to 215. In other words, it 
has been cut by one-third in that period of time. It has been done 
largely through attrition. We feel that we are rendering even more 
efficient service with a streamlined organization than we did before. 
We are proud of the fact that our budget requests have been con- 
sistently reduced in spite of the fact that we have also been able to 
absorb the increased pay increases, increased travel costs, and so 
forth. 

I think we are about at the bottom of the barrel so far as being able 
todecrease further. But we are proud of that record. « 

That was achieved in no small part because one of the important as- 
signments under the act of 1953 when the Federal Board came into 
being was a further decentralization of the activities of the farm credit 
system, delegating more responsibility to the banks and to the associ- 
ations. And I am happy to report that they have accepted those re- 
sponsibilities and discharged them in a very creditable manner. 

The question many people ask is, “Since you were able to reduce 
your force in here, what has happened in the districts?” 

So I would like to report this, that as to the land banks, their per- 
sonnel in 1953, between the 12 land banks was 1,083. In 1958 it was 
1,033. They reduced their personnel by 50 at the same time the mort- 
gage loan account has gone up from $1,280 million to $2,088 million, 
an increase of 6214 percent approximately in the mortgage loan ac- 
amu but still a reduction of 50 which is about 5 percent in their per- 
sonnel. 
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The banks for cooperatives personnel is identical to what it was § 
years ago. Their loans made have gone up about 12 percent during 
that period. 

In the intermediate banks we find their personnel today is 359, 
Five years ago their personnel, plus that of the production credit 
corporations—that were merged into the intermediate credit banks 9 
years ago, with the passage of the act of 1956—was 455, so they have 
made a reduction of 103 in their personnel. 

In the meantime their volume of business has gone up 68 percent, 
They have gone up in loans and discounts from $1,778 million, in 
1953, to $2,958 million in 1958. There has been a phenomenal in- 
crease in the volume of business. That comes about largely through 
the growth of the production credit associations. 

The PCA’s had an increase of about 25 percent. in their volume of 
business this past year. 

Mr. Cootey. How much in the past year? 

Mr. Toorer.. Twenty-five percent in just the past year. 

Mr. Cootry. Are the interest rates uniform ? 

Mr. Tooretn. No, they are not, Mr. Cooley. The land bank in- 
terest rates vary by districts. At the present time there are four dis- 
tricts in the United States that have a 5.5 percent rate. The three 
districts along the Atlantic coast, Springfield, Baltimore, and Colum- 
bia districts; and then the Spokane district. The other eight Federal 
land banks have an interest rate of 5 percent. That is on the new 
loans that they make. Of course, once a loan is made at that rate it 
stays there so long as the loan endures which may be for 30 or 35 
years. 

The intermediate credit banks also have one rate that is constant 
for the district, and most of them are 4 percent at the present. time, 
That is their discount rate that they charge the production credit as- 
sociations, commercial banks, or others who may discount paper 
with them. 

Mr. Cootry. What does the money cost the PCA? 

Mr. Tooreri. That is the 4 percent, that is what it presently costs 
the PCA. Each PCA has the privilege of determining its own inter- 
est rate, and the rate that the individual PCA charges depends ona 
good many things. One is the volume of business that the association 
has, the average size of loan that it has, the efficiency of its operation 
of course, and a number of those things, but that varies by PCA. 

About two-thirds of all of the PCA’s today are charging 6 percent. 

Mr. Cootry. A PCA loan is less attractive than an ordinary com- 
mercial bank loan, isn’t that correct ? 

Mr. Toorety. t would not say so generally. 

Mr. Cootry. At least 25 percent in the last 10 months, because PCA 
loans in former years were more attractive than commercial bank loans. 
You can get the same rate from a commercial bank as from the PCA. 

Mr. Tooreiy. In most. parts of the country, the actual interest rate 
may be comparable or even a little less for some commercial bank loans, 
but not infrequently that rate is charged for the full amount that is 
borrowed for the full time, while the production credit association 
rate isnot. That interest is charged only for the number of days that 
each dollar is used. Actually, Mr. Cooley, that figures up to a some- 
what different total interest charge very often in the course of the 
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year’s time. There are other advantages, of course. One of the. 
things we are very proud of is what happened in the year 1957. That 
was the tightest money year we have had in the United States for 28 
years and yet our farm credit system loaned farmers and their coopera- 
tives more money in the year 1957 than in any previous year. 

In other words, there was no farmer who was denied credit because 
of lack of loan funds on the part of a farm credit bank or association. 
They competed very favorably in the market with industry and com- 
merce in selling their securities. The highest we had to pay was 5 
percent on one issue of co-op bank debentures that were sold a year 
ago last October. 

This interest rate varies to beat the band. The farmer gets the 
lowest interest rate that is consistent with what money at wholesale 
costs and with what it costs to do business to retail it out to him. 

Mr. McSween. Why is there this variation in the interest rate 
among the land bank districts ? 

Mr. Toorety. As to why, this matter of the total volume of busi- 
ness and the size of loan and so forth is important. You are from the 
New Orleans district, aren't you? 

Mr. McSween. Right. 

Mr. Toore.u. In your district there is another factor. It is also true 
ina couple of others. In your district the land bank realizes, I would 
say, $700,000 or $800,000 each year from royalties on minerals which 
makes it possible for all land bank borrowers in your district to have, 
perhaps, one-half of 1 percent lower interest rate than they would 
otherwise have. In your district and in Congressman Cooley’s dis- 
trict, I believe, the size of land bank loans would be the smallest we 
would find in any district in the United States. 

Mr. Cooter. That results in a higher or lower rate because of the 
volume ? 

Mr. Toorri.. For instance, a Federal land bank loan or produc- 
tion credit loan of $1,000 or under is a losing proposition. It is 
only because there are some bigger loans over here on the other hand 
that are paying that same rate of interest that the cooperative farm 
credit system is able to serve smaller farmers at those rates. 

Mr. Chairman, that is pretty much of a résumé of our operations. 

The affairs of local associations are handled largely by boards of 
directors that are elected by the borrowers. 

The affairs at the district level, the policies of the district banks 
and their operations, are largely determined by a board of seven di- 
rectors, five of whom are elected by the users and two appointed 
by the Governor of the Farm Credit Administration with the con- 
currence of the Federal Farm Credit Board. 

Then we have the Federal Farm Credit Board of 13 members that 
is a broad policymaking board. 

Mr. Suort. We have had an experience in our State that brings 
a question to my mind whether or not some of these smaller associa- 
tions should combine. 

Mr. Tooretu. It is based on the seventh farm credit district. 

Mr. Suort. We have been operating since 1934. We have made 
excellent progress. I am quite proud of the fact that we have just 
had to foreclose on the first loan and lost the first penny. In our 
State there are some other associations that are much, much smaller. 
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There are many small associations. I have wondered because in 
other fields of endeavor, people are thinking of consolidation and to 
become larger, have an office in every town. I am not trying to ask 
you whether you recommend that. I am wondering In your ex- 
perience has there been any attempt in that direction on the part of 
the association itself. 

Mr. Tooreit. Mr. Short, there has been considerable effort made 
along those lines. I have no hesitancy at all in saying that I feel 
that some of the smaller associations would do well to merge, but 
those of you who have had the experience of merging school districts 
and perhaps trying to merge small counties have some notion of 
what the problems are. 

Mr. Coorry. A year ago we ran into the same thing that Mr. Short 
is talking about. I recall that many small PCA’s were not efficiently 
operated. My recollection is that in North Carolina, to make that 
particular PCA break even they would have to charge about 30 per- 
cent on the loans that they were making, or even more than 30 per- 
cent if you expected the PCA to break even in its operations, 

That sort of a situation could be improved by consolidation. That 
prompted me to ask you about unsuccessful ones. I was surprised 
when you said you had only two or three consolidations. 

Could you give us the information that we asked for before; you 
gave it to us at that time, showing where these other operations are 
being carried on? 

Mr. Tooretu. We could do that, Mr. Cooley. When you speak of 
unsuccessful ones, there are none that even approach this 30 percent, 
There are a few that, in addition to charging maybe 6.5 percent which 
they feel is all that the traffic will bear from an interest rate stand- 
point, charge a service fee, which might be $5 of $10 or something of 
that kind, that adds up on a small loan to maybe an additional 1 or? 
percent even on a small loan, but that would be the maximum. And 
none of these associations are going behind, Mr. Cooiey. 

(The information is as follows :) 


CONSOLIDATIONS AND OPERATING COSTS OF PRODUCTION CREDIT ASSOCIATIONS 


From 1933 through December 31, 1958, the Farm Credit Administration char- 
tered 689 production credit associations to serve the continental United States 
and Puerto Rico. At the end of 1958 there were 496 such associations, a reduc- 
tion of 193 in number. Of the associations eliminated there were eight which 
were liquidated primarily because of heavy loan losses and prospective losses. 
One of these paid a liquidating dividend to stockholders out of assets remaining 
after retirement of all its capital stock at par. The losses of the other seven 
associations were such that members lost a part, if not all, of their investments 
in capital stock. 

During the early part of this 25-year period there were a number of voluntary 
liquidations because it appeared that they would be unable to develop a sufficient 
volume of business to operate successfully. In such instances the territory 
assigned to each association was included in the territory of another associa- 
tion. In most cases any outstanding loans were also taken over by the associa- 
tion acquiring the territory involved. During the calendar year 1934, the first 
full year of production credit operations, there were 77 cancellations of charters 
due to such liquidations and reorganizations. 

At June 30, 1944, the number of active associations had been reduced to 517, 
principally through consolidations and mergers. In addition, there were five 
associations in active stages of liquidation. The reduction in numbers of asso- 
ciations from 517 in 1944 to the 496 remaining at December 31, 1958, was brought 
about through further voluntary mergers and consolidations. These reorgani- 
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zations were designed to improve service to farmers through more effective and 
efficient operations. 

The Federal intermediate credit banks, which since the effective date of the 
Farm Credit Act of 1956 carry out the supervisory duties formerly performed 
py the production credit corporations, are working with a number of associa- 
tions to improve their organizational setup and operations. These efforts are 
expected to result ultimately in several additional mergers. 

One objective in the merger of smaller associations is to reduce overall oper- 
ating costs, which become an increasingly important factor as the cost of funds 
to the associations increases. A relatively high rate of operating expenses in 
relation to loan volume presents a difficult problem in some associations. This 
is applicable, particularly, in the case of associations operating in less produc- 
tive areas, where only limited amounts can be loaned safely, and in areas 
characterized by large numbers of small farms. The economies which can be 
effected through mergers or consolidations of associations serving areas such as 
these are limited. , 

Operating expenses vary considerably among production credit associations. 
During the calendar year 1957 such expenses ranged from a low of 0.90 percent 
of the average amount of loans outstanding to a high of 5.36 percent. The rate of 
expense in 352 associations was less than 3 percent; in 145 associations the ex- 
penses were 3 percent or more of the average amount of loans outstanding. The 
average cost for all associations was 2.39 percent in 1957, the last full year for 
which figures are now available. 

In 1957 the combined net interest rate and service fee charged borrowers by 
all production credit associations in North Carolina averaged 7.60 percent per 
annum on all loans outstanding. These rates varied among associations from 
6.59 to 8.62 percent. Only 5 of the 27 associations in the State had interest costs 
and operating expenses in excess of interest and service fees charged, without 
considering income from investments. The rates charged resulted in an average 
margin of net loan income of 0.55 percent for all associations in the State. Pre- 
liminary figures supplied by North Carolina associations indicate further im- 
provement in these respects for 1958. Total net charges to borrowers averaged 
7.50 percent on outstanding loans, ranging from 5.07 to 8.38 percent. All associa- 
tions except one had loan income sufficient to cover all costs (other than loan 
losses and provision for losses) without consideration of income from invest- 
ment securities. Combined net loan income of all North Carolina associations, 
before losses and reserves for losses, amounted to 1.34 percent of the average 
amount of loans outstanding during the year. Figures are not yet available for 
all associations in the 12 districts, but since the Columbia District has more 
small associations than any other, the maximum rates shown above are among 
the highest in the system. 

Mr. Poacr. Maybe we should get the record on that as to the 
amount of debt money. 

Mr. Toorety. There isn’t any Government capital in the land bank 
system and I can—— 

Mr. Cooter. Didn’t you say there was only about $114 million? 

Mr. Toorritn. A year ago last January there was only $134 million 
approximately left in the PCA. In the past year we have resub- 
scribed a little more than $2 million to the capital stock of some 15 
PCA’s scattered throughout the United States largely in disaster 
areas. 

For instance, about 5 years ago, Congressman McIntire, I believe 
there were three associations in your district that got additional 
capital. 

About the same time there were three associations in Congressman 
Poage’s district which had a very severe drought over a long period of 
time. 

Two of those three Texas associations have repaid that resubscrip- 
tion. The third one will in reasonable time. 

Mr. Poacr. About $3.5 million you have then to invest. 
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Mr. Toore.y. It is somewhere between $3.5 and $4 million. I would 
be glad to get that exact figure for the committee and send it over to 
ou. 
(The information is as follows :) 


Government-owned capital stock in production credit associations, as of Jan. 2 
1959 





Amount of Government-owned 


Number of associations | Member-owned 
capital stock = 


with Government- | associations ag 





























owned s 

District | tock of Jan. 2, 1959 

Class A Class o | Total | Class | Class | Total | Num- | Percent 

stock stock A Cc ber | of total 

Springfield. ....-.- ace Gia O08 Tisncceseccs $75, 000 | w itehed 3 30 90.9 
DOMere LLL ian cde BOO hoo insist en 15, 000 5 eer 1 35 97.2 
Columbia._...--.------- 300,000 | $150, 000 450, 000 | 1 3 4 82] 953 
LTE. 24 -.--<se~es-< 155, 000 100, 000 255, 000 | 5 1 6 34 85.0 
New Orleans-_ .__-------- 000 O00 hola 1, 260, 000 | A wiacks 10 16| 61.5 
Ona s oes FUR MOG oiicunccas. 735, 000 | BR cases 4 41 91.1 
a eee 2c, 808 |....... ee 30, 000 Mhvgates 1 53 98.1 
a eictnemer aces ceioaecmne chee not Lene eons aus 40 100.0 
Wate eo Sk 60,000 | 300,000 | 360, 000 | 4 ] 5 36 87.8 
I cit oka aieetaaits CD OO8 boo ecg ec 400, 000 | 1 es 1 35 97.2 
laity deinen acs S00, GO 4... knee 300, 000 | 3 3 26 89.7 
Spokane.._.-...........- Somenbechary se epaeehies lébee : Teas ‘ 36 | 100.0 
A isch 3, 330, 000 550,000 | 3,880,000 | 33 5 38 | 458 92.3 














Nore.—During the calendar year 1958, investments amounting to $2,860,000 were made by the governor 
in capital stock of 15 associations which were once member owned. Nine of these were associations in disaster 
areas which received class A stock. The other 6 received class C stock to temporarily bolster their net worth 
position because of very rapid increase in their loan volume, 


Government-owned capital stock (class A) in banks for cooperatives and Federal 
intermediate credit banks as of Jan. 2, 1959 





Banks for | Federal 
District | cooperatives | intermediate 
| | credit banks 








eT Eee Say | 
i I E nennasintien od aa ee ‘ eal 7, 889, 300 4, 130, 160 
OS SE eae : : = fe oaethal 6, 400, 000 | 8, 820, 135 
Louisville ee ected a aos —_ icine 6, 708, 800 | 10, 934, 815 
I a eae __.----| 6,517,000 | 8, 322, 780 
Se. Bees. 32... 4 ETS: 343, 500 | %, 512, 850 
SU aire sisieretidcetsieiaonnn Sisal ; Y, . 900 3, 192, 215 
Omaha_-_-_-_-- ee ee ; eid 349, 400 | 4, 393, 350 
Rs ik ae tenet eas i aeetetaiielats ce uteal 3, 200 | 5, 117, 905 
Houston__--- : maies snaneodanananieaal 2 | , 000 7, 557, 165 
Berkeley Pid Mi dd etd dcchbnthceeetdd Bom hBsiéiiete eax! , 30, 000 | 8, 326, 805 
a tile eaiiomnalesiiih iain 393, 200 | 5, 896, 965 

Total, district banks_-_-__...-_- Fe en eat eal ~oe~a-p| 98, 988, 700. |.-~<---ee 
CT Hs dno nec deeirccnoes 46, 550, 000 

| AB A AEE TET EIS a oe eet en 134, 798, 709 79, 908, 945 


Mr. Poace. Now talk about the banks for cooperatives. 

Mr. Tooretu. I don’t believe I have the up-to-date figure on that. 
I can give it to you very close. There is the big one. It is about $135 
million, out of the $182 million that was subscribed in the first place, 
You see, it was not until the act of 1955, you will remember, that there 
was provision for the co-op association investment in the capital of 
these banks to be a permanent investment. Every time the banks made 
a loan the borrowers subscribed to stock equivalent to 5 percent, but 
as they paid off the loan they had the privilege of having their capital 
repaid, their stock retired, which many of them did. 
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Since that act went into effect 3 years ago, they have been building 
up and the farmer co-ops’ equity in the banks is now something like 
$32 million. It is estimated that, on an average, it will take about 15 

ears for the co-op banks to retire the rest of the Government capital. 

Mr. Poace. For investment in other securities ? 

Mr. Tooretu. The investment in 

Mr. Poacr. How about the investment in Government securities ? 

Mr. Tooretu. Investment in Government securities ? 

Mr. Poace. Yes. 

Mr. TooretL. One of the approved investments for the reserve and 
surplus of these institutions, as is true with other private institutions, 
is eee tncetan can securities. So there is a rather substantial part of 
their net worth that is invested in Government securities. 

I might say that the total net worth of the cooperative credit system 
is something in excess of a billion dollars, and the farmers equity in 
that—well, let me see, just offhand I would say that the total Serhes 
ment capital in that net worth of something more than a billion dollars 
is about $220 million. The rest of it is farmers’ direct investment or 
earned net worth. 

Mr. Poacre. How did you get that $220 million? I understood we 
only had about $135 million in the bank for cooperatives. 

Mr. Tooretu. We also were talking about the intermediate credit 
banks. They had $60 million of Government capital from the begin- 
ning and that was reallocated when the act of 1956 went into effect 2 
years ago last January. And then added to that was the capital struc- 
ture of the production credit corporations that were merged into the 
intermediate credit banks. That involved about $27 million addi- 
tional of Government capital. 

Summing up, we find that the remaining investment of Government 
capital in the Farm Credit System is approximately $220 million. This 
compares with the peak Government investment of about $883 million 
in 1939. 

Mr. Coorry. I was impressed with your statement with respect to 
volume of loans that exceeded 25 percent in the last year. Is that 
an indication that the value of the farmer is deteriorating and that 
he is going further and further into debt? 

Mr. Tooreti. There are a number of things involved inthat. Let me 
back up. Farmers are using additional amounts of credit and have 
been since the close of World War IT. 

Farm indebtedness in this country, both long- and short-term, hit 
a low about 1946 at the close of World War II. It started going up 
as young men came back from the service and started taking over farms 
from older men. The most important single thing in this increase in 
farm indebtedness since 1946 has been the substitution of capital for 
labor on American farms. It has been a phenomenal substitution in 
which the investment per worker in agriculture has approximately 
doubled and is a significant part of the increasing efficiency of agri- 
culture. That is the most important single aspect of this increase in 
farmer borrowing in total, regardless of from whom they get it. 

Also, the beef-cattle cycle has a fairly important bearing on this 
thing. At a time when feeder livestock is high, production credit 
associations in the Corn Belt are loaning farmers money to buy feeder 
cattle and they loan them usually up pretty close to what it takes to 








12 AGRICULTURAL CREDIT REVIEW 


buy the feeder animal. So we get a good deal of increased volume 
there. 

Congressman Cooley, one of the big reasons for the increase of 
duction credit association business as compared with that of commer. 
cial banks, which make similar types of loans, is the fact that duri 
the tight-money period commercial banks have more profitable alter- 
natives for their loan funds and many of them restricted their agri- 
cultural lending activities. 

Last fall the president of the American Bankers Association admon- 
ished banks in agricultural areas, saying to them in the last 3 years 
that the production credit system has increased its loan volume to 
farmers 37 percent, and “You folks have increased yours only 9 
percent.” 

There were many younger farmers in this tight-money period of 
1956 and 1957 who for the first time went to their usual credit outlet 
and were not able to get financed or to get the amount of financi 
that they had been accustomed to getting. They then went to their 
production credit association. 

Mr. Cootey. You say your volume increased, while the commercial 
bank volume decreased. 

Mr. Tooreitn. No; bank volume also increased but only about a 
fourth as rapidly as production credit association volume. ‘ 

Mr. Cooter. Not as rapidly ¢ 

Mr. Tooret. Yes. 

Mr. Poacre. We are sure we could devote a full day to the Farm 
Credit Administration but we have several other witnesses here wait- 
ing to be heard in the next hour and 15 minutes. If there is nota 
pressing question, I will call some of the other agencies that are here, 
but before I dismiss you, I wonder if you have any suggestions as to 
legislation that you urgently need ¢ 

Mr. Tooretz. I would be glad to have John Bagwell comment 
briefly on that. 

Mr. Baeweiu. Mr. Chairman, we have some legislation at the 
Bureau of the Budget that we hope will be approved for submission 
to the Congress at this session. 

It is concerned primarily with the transfer from the Farm Credit 
Administration to the Federal land banks of the responsibility for 
making appraisals in connection with land bank loans. 

For 40-odd years now, since the land bank system was set up, 
appraisals have been made by appraisers on the staff of the Farm 
Credit Administration. We think that the system has now matured 
to a point where the land banks should make their own appraisals. 
Therefore, we are hopeful that we will be able to submit legislation 
to authorize the transfer of this responsibility to the banks. 

The Farm Credit Administration would, however, retain enough 
appraisers to set standards and to review the work of the bank 
appraisers to see that they are doing a good job, and are following 
the standards set for them. 

Mr. Poacer. That is merely following the same principle in regard 
to land banks as we have as to local farm loan associations; is it not? 

Mr. Baewe tt. It is a trend to get back to local people the respon- 
sibility for doing as much in the way of managing their own organ- 
izations as possible. There are two or three additional proposed 
amendments that I think I should mention. 
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One would be the matter of removing the limit on interest rates 
which can now be paid on land bank Reade and charged on loans 
made by the Federal land banks. 

There is now a 5-percent-interest ceiling on land bank bonds and 
a 6-percent-interest ceiling on Federal land bank loans. 

In 1957, as the Governor indicated, when interest rates reached a 

k, at least. for the previous 28 years, we came close to bumping 
up against the 5-percent ceiling on land bank bonds. The rate 
reached 4.76, the ceiling being 5. 

We are suggesting in this legislation that the land bank loan limit 
of $200,000 be removed, but retain the provision that any land bank 
loan in excess of $100,000 would have to have Farm Credit Admin- 
istration approval. 

We also are suggesting a change in the name of the national farm 
loan associations. They are really land bank associations, but they 
have never been « .Jled that. The national farm loan associations 
have never been as closely identified with the Federal land banks as 
they would have been had the name been Federal land bank associa- 
tions, as we are suggesting. 

And there are also a few minor amendments of that character. 

But, basically, it is a bill to give the responsibility for making 
appraisals for loans to the Federal land banks. 

This is the only legislation that we have to suggest at this time. 

Mr. Poacr. We are glad to receive those suggestions. I think the 
committee would be interested in listening to you gentlemen until 12 
o'clock but we appreciate your having given us such information as 
you have. However, we have to call on the others now. 

Mr. Toorsxy. I am sorry that we monopolized the time. 

Mr. Poacr. I hope you will understand that you have not mon- 
opolized the time. You have just gone along with what we have 
asked for. 

Mr. Tooreti. Thank you very much. 

Mr. Poace. I think maybe that we better go forward to somewhat 
complementary fields to that which we have just been discussing; 
that is, to continue in the field of credit. 

We will call Mr. Hansen. 

Mr. Hansen, like Governor Tootell, will you outline your functions. 

On our committee there are only two former members and the bal- 
ance have not served on this committee before. 

Will you first outline the functions of your organization. 


STATEMENT OF KERMIT H. HANSEN, ADMINISTRATOR, ACCOM- 
PANIED BY HENRY SMITH, DEPUTY ADMINISTRATOR, AND 
CHARLES BARNARD, BUDGET OFFICER, FARMERS HOME ADMIN- 
ISTRATION 


Mr. Hansen. The Farmers Home Administration is the credit 
agency within the Department of Agriculture. We are administering 
a number of programs that deal with almost all phases of agricultural 
credit. 

First of all, we have the farm ownership program which deals with 
the purchase of farms, the enlargement of farms or the development 
of farms of family-size or less. 
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This program is handled through two funds, through direct funds 
borrowed from Treasury, and through an insured program in which 
money is furnished by private lenders. We loan the money, super- 
vise the loans, and collect the loans. This is true for direct loans 
as well as insured loans. 

Loans are based on the earning capacity of the farm, and they can 
extend as long as 40 years, and in the case of the loans made through 
direct funds, we can go up to 100 percent of the appraised value of 
the farm. 

In the case of insured moneys we go up to 90 percent of the ap- 
praised value of the farm. 

Our second program is the operating loans in which we extend credit 
for practically all phases of operation, such as equipment necessa 
to put in the crops, feed, fertilizer, livestock and anything that goes 
into the operational unit. 

We also have the emergency program in areas that are designated 
as disaster areas for one reason or another by the Secretary of Agri- 
culture. In addition, we make farm housing and soil and water con- 
servation loans. 

Those are the basic programs, Mr. Chairman. 

Mr. Poace. You have another program that I want to ask you about, 
You may or may not have done anything under it. I understand you 
could not do anything under it. You have conservation work. I would 
like for you, when you come to that in your discussion, to devote a 
moment to that, in connection with the small watersheds. 

Mr. Hansen. [I assure you that I did not deliberately bypass that but 
when I mentioned development under the real estate authorities, we 
have extended considerable credit in conservation practices. 

Mr. Poags. The flood prevention bill specifically authorized the 
Federal Government to lend money to cities and towns at low rates 
for the initial expenses necessary to supply their needs from these flood 
prevention structures, to be loaned for a long time at a low rate of 
interest. While I have, certainly, no criticism of what you have done 
in connection with it, we do want to know all of the facts, why it is 
not being implemented and at whose orders it is not being imple- 
mented, why the cities and towns are being told that they must make a 
statement that they can’t borrow money on the commercial market, be- 
fore the Government gives them the privileges that the law does. 

Mr. Hansen. Mr. Chairman, I have with me Henry Smith, whom 
I think most of you know as the deputy, and Charles Barnard, our 
budget officer. We have compiled statistics on our activities in the 
watershed field, and I would like to ask Mr. Smith who has those 
figures before him to speak of them. 

Mr. Smirn. The agency has two statutory authorities to make loans 
in the project association field. The first is under the Water Facilities 
Act. 

Mr. Poace. You are doing a good job in that. 

Mr. Smrru. It started in 1937, was expanded in 1954 by the Con- 
gress, and under that program, the agency has authority to make loans 
to associations for the development of water facilities, irrigation, do- 
mestic water supplies, drainage, and so on. 

The loan limit is $250,000 per association. Those loans are made 
from either direct Government funds in the Department of Agricul- 
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ture Appropriations Act each year, or they can be insured as Mr. 
Hansen explained in connection with our farm ownership loans. 

The other authority that we have in the project field is that which is 
contained in section 8 of Public Law 566. Those are referred to as 
watershed loans. 

The agency issued regulations pursuant to the authorization given 
by the Secretary of Agriculture approximately a year or more ago 
to implement the loaning authority under section 8. 

The provision in the statute is rather broad. Loans can be made u 
to 50 years so far as repayment schedule is concerned. The loan limit 
is 5 million under the statute. 

Under that program the agency has received, since its inauguration, 
25 applications for project loans. 

If the committee would like to know what has happened to the 
25 applications that the agency received under that particular loan- 
ing authority, I can give that information. Two of those applica- 
tions have been withdrawn. Four, at the present time, are inactive; 
in other words, the applicants have indicated that they are not at the 
moment interested in pressing the application to a conclusion. 

Three of those applications have resulted in the project being 
financed by some other source of credit. Nineteen of the applications 
are in the process of some form of development, in some stage of de- 
velopment. 

We have not actually closed any loans. We have approved one loan 
in the national office, but none have been closed. There are 19 in 
some particular stage of development. 

Mr. Poace. It is not a question of just what the status of these 
is, although we are interested in that, but what is the policy that has 
been handed down to you. What is the policy? The law does not 
say that there is any limitation upon those communities to show that 
they cannot make a loan somewhere else, does it ? 

Mr. Smiru. No, sir. The statute is silent on that. 

Mr. Poacr. That is right. No one dreamed that somebody would 
read the statute that way—would read that into it. But there has 
been a departmental] limitation on it, has there not ? 

Mr. Smiru. There is departmental policy on the subject. 

Mr. Poace. Not a limitation but a policy. It has been handed 
down to you as an addendum or an addition to the law that was 
written by Congress. The effect of that is before any community can 
receive one of these loans they have to show that they cannot get the 
money otherwise. 

Mr. Smirn. That is the policy that has been issued in connection 
with the loans. That is right. 

Mr. Poace. Where did you get that policy? Who made it? Who 
handed it down to you ? 

Mr. Smiru. The regulations in which the policy appears, Mr. 
Chairman, were issued by the Farmers Home Administration. 

Mr. Poace. That is not what I am asking. At whose instruc- 
tions? You didn’t dream it up. 

a Smitu. I don’t know any particular person dreamed up the 
policy. 

Mr. Poace. But it didn’t come from the Farmers Home Administra- 
tion, did it? 
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; Mr. Smrrn. It is a Department policy, the Department of Agricul. 
ure. 
Mr. Poace. How did it get to you? Who told you about it first? 

Mr. Smrru. I don’t know of any particular person that told me, 
Mr. Chairman. 

Mr. Poace. How did you find out about it ? 

Mr. Smrru. I suppose it is like any other policy that emanates from 
the Department of Agriculture, more or less of a group decision by 
the people in the Department. 

Mr. Poage. Allright, who can tell me. 

Mr. Hansen. I don’t know that we could tie it down to any one 
person. 

Mr. Poace. Tie it down to six then. 

Mr. Hansen. Certainly, we were involved in any decision. 

Mr. Poace. Did you make it ? 

Mr. Hansen. Historically the various programs that this agency 
has administered have been administered on the premise that we 
are dealing with people who are unable to get adequate financing 
elsewhere. That is one of the things I know entered into the decision, 

Mr. Poace. But now this law didn’t say that. 

Mr. Hansen. That is right. 

Mr. Poace. If this law put this in the hands of the Farmers Home 
Administration, I can see coe you could apply that rule. 

Mr. Smirn. That is the same, Mr. Chairman, as exists in the other 
statutes that the agency administers. The authority runs to the 
Secretary and he in turn delegates it. 

Mr. Poace. Yes; where they were dealing with Farmers Home 
Administration. In this case we were dealing with the Soil Conser- 
vation Service. That is what we were dealing with. We were not 
dealing with the Farmers Home Administration. Nobody on this 
committee that I know of—certainly, nobody on that conference com- 
mittee—the chairman served on the conference committee—ever 
dreamed that the Secretary would assign this to the Farmers Home. 

Mr. Cooter. Did I understand the witness to say that although Con- 
gress had provided the program for a very definite purpose, that you 
have not made a single loan ¢ 

Mr. Smirn. That is right, sir. 

Mr. Hansen. That is right. 

Mr. Cootry. You have been playing around with 25 applications 
for several months and you have not made one yet. 

Mr. Sarru. I would not say playing around with them. 

Mr. Cootey. What are you doing with them ? 

Mr. Smiru. Applications from the associations, from the projects 
of the type that we are receiving, do take some time to work out. 
There are many details in connection with them. 

Mr. Cootrey. You say you have not worked any one of them out. 

Mr. SmirH. We have not so far. 

Mr. Cootry. Because the Farmers Home Administration did not 
want it to be worked out? 

Mr. Hansen. That is not right. 

Mr. Cootry. You have not worked any out ! 

Mr. Hansen. Credit, as you know, Mr. Congressman, is a matter 
that does involve checking security, and so forth, and before we can 
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et into the security involved and the feasibility and the logic of the 
oan, certainly we must have the basic plan that would go into the 
development that is taking place. I will grant that we have not 
closed a loan as yet, but, frankly, I don’t believe when you consider 
all of the ramifications with which we must deal there has been any 
unnecessary and undue delay. 

Mr. Poacr. It was passed on 2 years ago, the last amendment, or 
3 years ago. 

‘Mr. Cooter. I wonder if we cannot have the Department provide 
us with information indicating the present status of these 25 appli- 
cations. 

Mr. Smrru. Yes. I do not have that with me today but we can 
provide you with exact information as to the status of each one of 
these projects that we are dealing with. 

Mr. Cootry. Is there any objection to that? 

Mr. Poage. No. 

Mr. Smiru. I think you will find when you get the information that 
they are in various stages of being developed out in the country. 
They are not at the point where they need loan money. 

Mr. Cootey. They are what? 

Mr. Smiru. There is a lot of organizational work that has to take 

lace in connection with each one before they can get in position to 
—— money and we are working with the groups along that line. 

(The information is as follows :) 
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Mr. Hansen. Mr. Chairman, I think that we are getting the feel 
of this thing and can contribute to more expeditious handling in the 
ture. 

ten of the problems that has arisen is that the groups themselves 
have never considered the financial aspect of it until the plan itself was 
completely developed. I think if we take an aggressive stand, more 
aggressive than we have in the past, in getting in on the early stages 
of the development of the plans and programs, perhaps we can give 
the financial guidance at an earlier stage, including determining 
whether credit is a problem and how to get the credit. git 

After we get into it, we must be sure that the security is there, 
that the repayment ability is there. Many times the matter of the 
repayment of the whole project is based on perhaps one individual 
in the project area who is most unable to repay. 

And there is the possibility that we could place a hardship on 
the man that has a poor economic status. 

All of those things must enter into.it. When a loan is made, I 
believe we have the responsibilities to you and all concerned that it is 
made certain that we are not putting a burden upon the applicant. 

Mr. Cootey. Do you not think it is rather unusual that you have 
not made a single loan? 

Mr. Smiru. Except for the nature of the loans, I think that would 
be true. 

Mr. Cooter. In other words, you have made the procedure for the 
securing of a loan so involved and so complicated that you cannot 
get your feet off the ground long enough to make one. Have you 
made any recommendations to the Congress to simplify the procedure ¢ 

Mr. Smiru. It is a very simple broad statute. There is nothing 
wrong with the statute under which we are operating. 

Mr. Cootey. What is wrong? 

Mr. Smiru. The only thing we are saying is that the status of 
many of the applicants that have applied so far under this particular 
loaning authority is such that it is necessary that they go through 
some organization work in order to become legal entities, so they can 
contract for loans. The loan generally is based upon the project mak- 
ing certain assessments on the land in the project. That has to be done 
before they can get into position to borrow money from us or from any 
one. So we are in the process of getting that done with these projects. 

Mr. Cootey. No applicant to date has received it. 

Mr. Smiru. We think these 19 that we are working with now will 
develop into loans. 

Mr. Cootry. You said that you had 25, did some withdraw their 
applications ? 

Mr. Smirn. There are four inactive at the moment for one reason 
or another. I do not have the facts here as to why they have decided 
not to press their applications for loans. 

There have been two or three of the ones that have applied have 
obtained their financing from some other source. 

In that connection I would like to say this, that one of those that 
applied for a loan from the agency under this statute asked for a 
$5,000 loan to meet incidental expenses in connection with project 
development and planning. They were not yet ready to borrow the 
funds to make the installations for the project, to build the installa- 
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tion. We sent them a copy of the regulations and suggested the 
action that would be necessary for the project to take in order to 
obtain credit from anyone. They read our regulations and obtained 
the $5,000 that they needed to carry their incidental expenses from 
some local source and told us as soon as the project developed further, 
that they would reapply for funds to build the installations that were 
necessary in connection with the project. 

In other words, they obtained short-term credit for their immediate 
needs and then told us that they would be back and apply later for 
their long-term financing. That is one instance that has happened 
in connection with the program. 

Mr. Cootrey. Can you give us the dates of the applications? 

Mr. Smiru. I can give you the dates. 

Mr. Cooter. The dates they were all filed ? 

Mr. Smiru. I will be glad to file with the committee the dates we 
received them and the action that has been taken in connection with 
each of them. 

(The requested information is included on the schedule inserted 
heretofore. ) 

Mr. Poace. Will you go back and tell us when, if you won’t tell 
us who, the decision was first made to require this? 

Mr. Hansen. Frankly, I am very sincere that I don’t know who. I 
think that the whole thing emanated from the fact 

Mr. Poace. Who? 








Mr. Hansen. I do not recall specifically. I think that, as I men- 
tioned 
Mr. Poace. Did the Secretary, did anybody in his office supply it to 
ou? 
Mr. Hansen. I think it all stems from the fact that it has been his- 
toric with this agency and you mentioned that it was assigned to this 
agency 





Mr. Poace. Congress did not. 

Mr. Hansen. But it has been. 

Mr. Poace. It seems to have been assigned to that agency in order 
to contract the credit rather than to get it functioning as Congress 
had in mind. 

Mr. Hansen. If that is the case I am certainly not aware of it. 

Mr. Poace. Did you ask that this be assigned to your agency ¢ 

Mr. Hansen. No, sir. 

Mr. Poace. Who assigned it to your agency ? 

Mr. Hansen. I was not here at the time. 

Mr. Smirn. The Secretray of Agriculture assigned it. 

Mr. Poace. Was it an assignment—was it an order ? 

Mr. Smitru. An order published in the Federal Register. 

Mr. Poace. Did that document establish the policy ? 

Mr. Smirn. My recollection is, although I do not have a copy of the 
order here, my recollection is that it reserved to the Secretary the right 
to approve the major policy questions in connection with this loan 
program. 

Mr. Poace. Then did the Secretary later give you a policy on this? 

Mr. Smirn. Yes, sir. The Department approved it. 

Mr. Poacr. You say the Department? Who in the Department did 
it? That is what we want to know, when you say the Department did 


it. Who did it? 
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Mr. Smirn. I would be very happy to give you that information if 
I knew but I do not know. L: r 

Mr. Poace. Do you know who sent the original authority? That 
was the Secretary. We know that. That was over Mr. Benson’s hand? 

Mr. Situ. Yes. ’ 

Mr. Poace. Somebody must have signed another order, didn’t they, 
or a directive? 

Mr. Smitu. As I stated a minute ago, the regulations that are in 
existence in connection with the loan program were issued in the 
fall of 1957 by the agency. I am not prepared to tell you who in 
the Department. 

Mr. Poagr. In the face of the statute the Secretary reserved the 
right to do it himself. He made the reservation without consultation 
with anybody else, did he? 

Mr. SmitH. The major policy question in connection with the reg- 
ulations was approved in the Secretary’s Office or by the Department, 
I do not know—— 

Mr. Poace. By whom were they initiated ? 

Mr. Smiru. I do not know. 

Mr. Poacr. Well, if they were initiated in your agency, you would 
know. 

Mr. Suiru. I know that. 

Mr. Poace. They were not written in Farmers Home Administra- 
tion, you say. If they were written in your agency, you would know it. 

Mr. SmirH. The regulations were written, that is right. 

Mr. Poace. They were in your agency ? 

Mr. SmiruH. Yes, they were. 

Mr. Poacr. Then the whole idea originated in the Farmers Home 
Administration as I suggested to you? 

Mr. Smirn. No, sir. I would not say that. The policy question 
was decided before the instructions were initiated. 

Mr. Poace. Who put these limitations on there? 

Mr. Smitu. That’s what I am not prepared to say. I don’t know. 

Mr. Poacr. You tell us though that you did not. 

Mr. Smiru. I am saying that the agency issued the regulations, 
that is right. 

Mr. Poacr. Would you be kind enough to tell us whether or not 
you or anybody in the Farmers Home Administration suggested this. 

Mr. Smirn. The question was discussed many times in the Depart- 
ment of Agriculture. I was in several discussions. 

Mr. Poacr. And did you recommend such limitations? 

Mr. Smiru. Yes, sir. I do not see anything particularly wrong 
with it. 

Mr. Poace. I am not arguing about that. I am just trying to find 
out the facts. We have been given to understand that this thing 
didn’t originate with you folks. 

Mr. Smiru. I am not saying that it originated with me. You are 
asking me whether I agree withit. 1 do agree with it. 

Mr. Poacr. I was asking who suggested it. 

Mr. Smirn. I did not suggest it. 

Mr. Poace. You do not know who suggested it but you do know 
that you didn’t. 

. Mr. Smiru. It happened 2 years ago, approximately. I don’t 
now. 
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Mr. Poace. You do not know who suggested it. 

Mr. Smiru. No, sir; I do not. 

Mr. Poace. Anyhow, whether you suggested it or not, you think it 
is a sort of good thing. 

Mr. Smuru. I agree with it. I would now. I don’t know whether 
I did then. I attended several discussions in the Department when 
it was being discussed. 

Mr. Poage. I asked whether this had originated somewhere higher 
up and that is what I thought you said that it did. Now you say that 
you know that this limitation upon the law originated in your shop 
or at least had full and hearty approval in your shop, as something 
that you would be glad to take credit for, anyhow. 

Mr. Smiru. Mr. Chairman, again I do not know that it originated 
in the Farmers Home Administration. 

Mr. Poacr. But you would be glad to take credit for it. Why 
argue about it if you think it is all right? If you think it is a good 
thing and if you think that it is all right, why don’t you just take 
credit for it and let it go at that. 

Mr. Smiru. I don’t want to take credit for something that I should 
not. I don’t really know. 

Mr. Poace. You don’t want anybody to take it away from you. 

Mr. Sariru. I think the major question is whether or not it is a 
good policy. I agree with it. 

Mr. Cootry. Why do you say it is a good policy ¢ 

Mr. Smirn. The main reason is that one applicant the agency has 
dealt with in connection with the policy was the city of Colorado 
Springs which represents a good example of the soundness of the 
policy. We had discussions over a period of a couple or 3 months 
with the city of Colorado Springs which was working with the Soil 
Conservation Service in connection with the project under this statute, 
We thought that the city of Colorado Springs in order to build a 
facility for storage for water supply for the city should obtain that 
financing in the bond market like it obtained its other financing for 
the city. 

Mr. Poace. Why did you think that Congress did pass it without 
that? We could have put in that limitation. 

Mr. Smirn. On that point the statute is silent on this question. 

Mr. Poage. Sure. Anybody who meets the qualifications can have 
the loan. 

Mr. Smiru. The witness from the Department of Agriculture who 
testified on this section of the bill in his testimony made it clear that 
this credit would only be made available to applicants who did not 
have alternative sources of credit. Assistant Secretary Peterson, 
when he testified before the committee, made that point in his 
testimony. 

Mr. Coorry. Despite that you have not paid any attention to the 
act as passed. 

Mr. Smirx. We found no record where any issue was taken on 
that point. 

Mr. Cootry. Do you have a statement as to the eligibility require- 
ments for applicants for these loans? 

Mr. Smirn. Yes; we can file that with the committee. 
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Mr. Poace. Can you give us those now? Do you have such 
statements ? 

Mr. Smiru. The main eligibility requirement is the fact that the 
applicant must be a local proert and the project has been approved 
under Public Law 566, and that it is applying for loan funds to make 
installations that are a part of that plan. 

The other major point is that it must be determined that the ap- 
plicant does not have available outside financing, private financing. 

Mr. Cootey. Despite that condition, you have not made any loans— 
you have made that order. 

Mr. Smrru. That is not correct. 

Mr. Cootey. How many loans have you rejected under that? 

Mr. Smiru. We have not rejected any. 

Mr. Cootry. You have not made any. 

Mr. SmirxH. But not for this policy reason. 

Mr. Poace. How many did you receive in the last 6 months? 

Mr. Smirn. I do not have that, the 25 that we received. 

Mr. Poace. As a matter of fact, practically all of them were re- 
ceived a year ago? 

Mr. Smiru. No, sir; we received one just in the last few days for 
approximately a $230,000 loan. 

Mr. Poace. Practically all that filed applications quit. I know of 
nobody in my area that would take the trouble to go through the red- 
tape to file an application. There is no chance—what is the use? 

Mr. Hansen. That is not our situation. 

Mr. Poace. Will you show us how many you have been getting 
recently ? 

Mr. Hansen. Yes, sir. 

Mr. Smiru. We will be glad to. 

(The information as to dates when loan applications were filed 
is included in the previous table.) 

Mr. Poace. Most of these came in sometime ago? 

Mr. Smitru. Yes. We are working with four or five different 
groups in the State of Oklahoma. 

Mr. Poace. Would you recommend to any city that they file an 
application ? 

Mr. Smiru. Yes. 

Mr. Poace. Knowing that the chances are 100 to 1 they would come 
back to you and they would be told that they could not qualify under 
this, and you still suggest that they go ahead and do it ? 

Mr. Smiru. I do not agree with that. Our experience is that most 
of these groups—— 

Mr. Poacp. Your experience is not as good as I suggested. I gave 
100to1. Actually your experience has been 25 to 0. 

Mr. Smiru. But the things that these local projects have to do to 
borrow from this agency are the same things they would have to do to 
borrow from any source of credit. Many of these groups are made up 
of farmers; they are not personally acquainted with the things that 
are necessary for them to do to get in position to borrow money. It 
takes some time for the organizational structure to get set up so that 
een get credit. We are working with the groups moving along 
that line. 
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Mr. McIntire. I just wanted to ask a question or two. It is my 
understanding in this legislation the provisions in section 8, and 
quoting: 

Such loans or advancements shall be made under contracts or agreements which 
will provide, under such terms and conditions as the Secretary deems appro- 
priate, for the repayment thereof is not more than fifty years— 
and so forth. 

Am I correct in my conclusion that from the legislative record it 
was interpreted that the Congress intendea that the Secretary have 
the right, from an organizational standpoint within the Department, 
to assign his responsibility to such agency as in conference with the 
policymaking level of the Department seemed to be the appropriate 
agency to get the job done in the best manner ‘ 

“Mr. Sairu. I think that is correct. 

Mr. McIntire. And also, from a reading of the legislative record 
that each of these loans, certainly, had to be made to suc *h entities as 
are legally constituted; that in order to make these loans the | legally 
constituted aspect has to be examined; and that if there is any ques- 
tion as to whether they are legally empowered to borrow money, then 
an examination is effected, such changes being made in the constitu- 
tion or in the legislative authorization as will “make certain that they 
are legally constituted and empowered to borrow money. 

Mr. Smirn. Yes. 

Mr. McIntire. Has that aspect of the examination of these appli- 
cations resulted in the necessity of some changes in the organizations 
of these applicants from a legal standpoint ? 

Mr. Smiru. That is correct; in practically every one of them. 

Mr. McIntire. Might I also ask if, in the legislative record, there 
seems to be a mandate that these loans, on the basis of the terms set 
forth in the general pattern, must be made on the basis in which there 
is demonstrated ability to repay over a period of time / 

Mr. Smirn. Right. 

Mr. McIntie. In the Department assigning this to the Farmers 
Home Administration, is there anything in the legislative record that 
specifically points out that these loans shall be made to those who are 
able to borrow from other sources or is that left as a policy decision? 

Mr. Smirn. On that partic ular point, Congressman McIntire, sec- 
tion 8 of Public Law 566 is silent completely, on that particular part 
of the eligibility standards that have been established by the Depart- 
ment. However, in the hearings on the bill when it was before the 
Congress, Assistant Secret tary Peterson was the Department’s prin- 
cipal witness and he did testify at the time that these local projects 
would be in need of long-term financing for the installations that 
needed to be installed in connection with the projects. And that this 
particular section was for the purpose of making a system of Govern- 
ment credit available to them where alternate financing was not 
available. 

Mr. McIntire. May I ask a question at that point, Mr. Smith? I 
think we are all aware of the fact that generally this is a finding which 
is inherent in the Farmers Home Administration activities. 

Mr. Smirn. That is a policy in connection with all of our loans. 

Mr. McIntire. In the assigning of this responsibility to the 
Farmers Home Administration, does it or does it not follow that this 
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phase of that policy, in relation to this loan at that point, is a policy 
statement of the Department alone, and not just because it. is assigned 
to FHA ¢ : 

Mr. Smrru. I might say that this same thing is true in connection 
with the soil and water program administered by the agency. In 
other words, the water facilities statute is also silent on this question 
of testing the applicant’s capacity to borrow money from private 
sources, In connection with individual water loans and also loans to 
associations. 

It has been a longstanding policy of the Department of Agriculture 
since 1937 that the capacity of the people, these applicants for water 
facility loans, should be tested from the standpoint of whether they 
could obtain private financing before the Government loan would be 
available. 

Mr. McInttre. As one individual I am not particularly concerned, 
Mr. Smith, whether you made the suggestion or whether you didn’t. 
The point is, however, am I not correct in stating, that on the basis 
of this legislation which authorizes the Secretary to set down these 
regulations that the policy procedure rested on the policymaking au- 
thority of the Department of Agriculture? 

Mr. Smiru. Thatisright. It did. 

Mr. Cooter. Will you yield? 

Mr. McIntire. Yes. 

Mr. Cootey. What you had reference to is repayment. Read again 
what you read a moment ago. It does not say anything about eligi- 
bility requirements. 

Mr. McIntire. It says: 

Such loans or advancements shall be made under contracts or agreements which 
will provide, under such terms and conditions as the Secretary may deem 
appropriate, for the repayment—— 

Mr. Cootry. That is conditions of repayment. It does not say 
that the eligibility requirements shall be anything other than what we 
indicated. This program being put under FHA and being subjected 
to these requirements was not in the mind of Congress. 

Mr. McIntire. I have no training in the law. It says: “Such loans 
or advancements shall be made under contracts or agreements.” Am 
I to interpret that language to mean that it intends to say that the 
Secretary shall simply be empowered to draw it up; that is, the instru- 
ments of indebtedness and the schedules of repayment ? 

Mr. Poace. “For repayment.” Conditions of “repayment” it says. 

Mr. McIntire. In any event, the terms and conditions. But, cer- 
tainly, in any lending function the terms and conditions 

Mr. Poace. It says for “repayment”—conditions for “repayment.” 

Mr. McIntire. Where in the legislation are they saying upon whom 
rests the authority for making the conditions under which loans are to 
be made? 

Mr. Poacr. There weren’t any. Except that they were going to use 
part of these facilities. The reason for that is that which has been 
shown. Certainly, I would not say that these gentlemen knew it but 
the reason for that is that there was pending in the Congress at the 
same time this bill was pending what was known as the Eagle bill 
which applied to reclamation projects. It provided in express terms 
that loans of this kind would pay no interest for 50 years. It pro- 
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vided for use by communities, for storage, in addition to that needed 
for reclamation, and it provided in express terms there would be no 
payment of interst for 50 years. That is equivalent to about a 50 
percent grant. 

And on this specific thing I am perfectly willing to state for the 
record if we had interpreted this bill as you do, Cliff nous would have 
complained about it. Cliff Hope and I personally talked about it. 
It was pointed out that we did not want to put in this bill the un- 
limited grants that the Engle bill contained and that we thought that 
it was better to provide that they get a favorable interest rate, where 
they would have to make some payments, but we supposed that every- 
body would get it. 

It was frankly an effort to try to give to each of these communities 
benefits somewhat comparable to those the other bill otfered them be- 
cause the Engle bill applied only to 17 Western States. And we were 
trying to do something for the entire Nation, something comparable 
to what this other bill did for the 17 Western States. 

San Francisco would be eligible or Los Angeles would be eligible un- 
der the Engle bill, regardless of their financial condition. They were 
to get the money for 50 years. We were trying to see that Boston and 
Atlanta got the same kind of treatment that San Francisco and Seat- 
tle got or comparable treatment. But Mr. Hope and I were not will- 
ing to say it was to be done without interest. We were trying to get 
a substantial interest payment but we put in no further limitations 
and we knew we were not putting them in here. 

When you go into the legislative history, it will give the under- 
standing that we intended, not to limit these to towns that could not 
get credit elsewhere. 

As for Bob Poage, I will just shut up from here on out if you can 
prove otherwise from the legislative history. 

Mr. McIntire. I am seeking to get an understanding here. Dol 
understand you correctly then that the intention was as you have re- 
called it, that notwithstanding any other rule of eligibility that all 
could borrow up to the maximum amount of this money and the only 
condition laid down is the terms on which you pay it back ? 

Mr. Poage. That is right. 

Mr. McIntime. Assuming that any municipality has the legal right 
to borrow money, that there is no burden placed upon them, no limita- 
tion placed upon their borrowing this money except the agreement 
as to how long it will take? 

Mr. Poace. Of course, using the money for the purpose of building 
one of these dams. 

Mr. McIntire. Yes. 

Mr. Poacr. Yes, definitely. What we were trying to do was to make 
the same rules applicable to Boston that were made applicable to 
Spokane. 

Mr. Jonnson. Mr. Peterson’s statement testified before the com- 
mittee, I remember. 

Mr. McInrie. The legislative history is the only language that 
you have as to what the intent of Congress is. 

T have no further questions. 

Mr. Hetmeurcer. Mr. Chairman, I would like to ask some ques- 
tions. The only part I want to discuss is the policy you have put into 
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effect. I have done a little research on this, and I agree with you that 
the legislative history on this point, both in the committee report and 
in debate on the floor is not explicit on this particular point. So that 
I think you are justified in going back to the hearings to try to get 
some enlightenment on that. I don’t disagree with that at all. But I 
do not think you can rely entirely on some statement that was made 
by a Department witness before the legislation was reported by the 
committee. 

However, I think that silence in the legislative history on this point 
is significant. Had Congress intended that this should be money 
which was available in the event only that the local agency was not 
able to get it elsewhere, I am sure it would have occurred to them to 
say that. And neither the committee report nor the conference report 
even imply any such policy. 

Let me ask you this. You have said one reason you believe that 
this is the proper policy, is that it is the policy on which your other 
loan programs are handled. 

Mr. Smirn. Yes. 

Mr. Hermpurcer. What is the interest rate you charge on these 
other loans ? 

Mr. Smirn. Varying interest rates. 

Mr. Hetmpurcer. Do you have any others that operate on the 
basis of the interest rates provided here ¢ 

Mr. Smirnu. No, sir. The other loan programs are generally above 
that rate. For example, in our operating loan program the rate of 
interest set by statute is 5 percent. 

Our long-term real estate loans are now 5 percent. The direct is 
414, and the insured water facilities loans are 5 percent. 

Mr. Hermpurcer. Does not this fact of itself indicate something to 
you about what Congress might have intended here? This is not an 
ordinary loan program. It is an incentive program. And Congress 
would not provide for a preferential rate of interest on a loan program 
which was not intended to be an incentive, do you think ? 

Mr. Smiru. I think there is something to be said for that. 

Mr. Hermpurcer. I do not see what other interpretation you could 
possibly draw other than that Congress wanted to make it easy for 
municipalities to make and carry these loans. Had it not done so, 
there would not be any reason for preferential rate, would there? 

Mr. Suitu. The policy that hebiode established here by the Depart- 
ment for this program, the results of it simply will be this, and I think 
the committee ought to know this: We thought so at the time that the 
policy was discussed, and it was discussed many times in the Depart- 
ment, and our experience since the fall of 1957 in dealing with these 
projects bears out that the results probably will simply be that some 
of the cities and municipalities that will be applying for these loans 
probably will not be eligible under this statement of policy. I say 
some of them will not. But our experience is that these local projects 
that are made up of groups of farmers do not have any standing, will 
not have any standing in the money market, in the bond market, and 
eens will be eligible for these loans. Even though they do 

eave 

_Mr. Poacr. These are not groups of farmers. They are not indi- 
viduals. These are primarily cities. 
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Mr, Smirn. A great many of them. Many of them are local. For 
example, the ones we are dealing with at the moment in Oklahoma 
are conservancy districts made up primarily of farmers. The loans 
will be made for meeting their share of the cost of the installation, 

We have found in that case, by the way, that there are some com- 
plicating problems in connection with the State laws in Oklahoma 
that were not contemplated, of course, at the time this statute was 
enacted by the Congress, that are going to make it rather difficult to 
work out some of the loans for the local groups down there. 

Mr. PoaGr. Will you show how many of these are individuals and 
how many are towns? That is all we are talking about. 

Mr. Smirn. We will be very glad to indicate the character of the 
applicant. 

(The information is included in the previous schedule.) 

Mr. Smiru. Most of what we have been dealing with at present 
have not been municipalities. They have been local projects organ- 
ized under some particular State statute. 

Mr. Poace. What did they want the additional storage for? 

Mr. Smrru. For various purposes. The Soil Conservation people 
that are here could better respond to that question than myself. 

Mr. Poace. On these 25, what have these people been wanting this 
water for, this additional storage? I understand that the conserva- 
tion districts have a deep interest in it. What we are talking about is 
storage in addition to that which is necessary to achieve the reclama- 
tion aspects, talking about storage. 

Mr. Sairn. These loans, of course, are made for more purposes 
than just the installation of storage facilities. 

Mr. Poace. I know they are. I am asking what they are. 

Mr. Smrru. I know personally some of the ones that I have looked 
at the request is for loans for the purpose of defraying the right-of- 
way costs for the installation that the project itself am to defray. 
some of them get involved in that particular point. 

Mr. Poace. What we have been thinking about and what I have 
been talking about here all morning has been primarily these little 
towns that want a little storage, maybe 2,000 acre-feet. And after this 
law it was contemplated that Soil Conservation would build 2,000 
acre-feet here and they could pay for another 2,000 acre-feet to supply 
their local water. That is what you were to finance. That is the 
primary thing that we had in mind. None of these people applied 
for any loans at all, have they ? 

Mr. Surru. I will be glad to indicate the ones of that character in 
the list that have and I will be glad to indicate to you those that have 
not. ; 

Mr. Poace. The city of Colorado Springs applied; what did they 
want the water for ? : 

Mr. Sarrn. For storage of water. 

Mr. Poacr. That is exactly what we had in mind. 

Mr. Sarnu. It is my understanding—I do not have the records of 
that particular record here before me today, but it is my understand- 
ing that the application of the city of Colorado Springs for approval 
of the project under Public.Law 566 was never approved by the Soil 
Conservation Service. So they never did get to the point of actually 
applying—making formal application for a loan because we 
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Mr. Poace. The city of Colorado Springs can’t meet your criteria, 
“an it, they can borrow money somewhere from somebody. 

Mr. Smirn. That would be my opinion. We didn’t get into the 
matter far enough to really look into that, the borrowing capacity. 

Mr. Poacr. That is it, certainly. Why should they apply for these 
loans, many of these towns? These towns know they are big enough, 
they can get money somewhere. We didn’t pass the bill for that. We 
knew there was not any need to pass the bill if they could get a loan 
only by proving that they could not get credit anywhere else. 

Mr. Smrru. The facts concerning the applicants that we are work- 
ing with now do not bear that out. ' 

Mr. Poage. I recognize that is probably true with those you have 
just described as trying to get the money now. I am talking about 
the ones that we were considering which resolved around municipal- 
ities, generally smaller municipalities, because we did not think many 
of the larger cities would ask for storage as small as 5,000 acre-feet. 
You simply could not get big storage under the terms of this bill. It 
would be small storage. Consequentiy, we didn’t think there would 
be many large cities applying but we did not limit it to small cities. 
The large ones could participate if they wanted to, and we put it that 
way. 

The Engle bill already offered an opportunity for the west coast. 
What we were trying to do was to say to these people: “You do not 
have to pay this high interest.” We were not asking whether you 
could get a loan or not. We were not willing to go so far as to say: 
“You will have to pay no more than the Engle bill requires.” We 
were trying to arrive at somewhere in between the cost of the Engle 
bill and the high prices your present policy requires them .to pay. 

Mr. Smiru. Our policy does not have any reference to high-interest 
rates. 

Mr. Poace. No, it does not. 

Mr. Smiru. I do not know what the city of Colorado Springs would 
have to pay. 

Mr. Poace. I know. It does not have anything to do with the rate 
of interest. Now we know practically every city and town in the 
United States is getting money somewhere. They can get it at some 
rate of interest. And we said in this bill, “We want you to get this 
money at a low rate of interest.” And we didn’t say anything about 
whether you could get it or not. We said, “We want you to have 
meney at cheap rates of interest.” But your policy completely de- 
stroys the intention of the bill. 

Mr. Hermpurcer. Mr. Smith, referring back to our previous con- 
versation about Secretary Peterson’s statement, I want to add that I 
have read that statement in its full context, and I do not believe the 
statement the Department relies on as establishing the policy can be 
taken to override the very clear statement in the act itself, that it was 
intended as an incentive program. Otherwise, there is no reason in 
the world for this low interest rate. 

As a practical matter, however, are most local agencies able to get 
money at Government rates of interest ? 

Mr. Smirn. At what? 

Mr. Hermeurcer. Are local agencies able to borrow money at Gov- 
ernment rates of interest ? 
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Mr. Smrru. At 2.7? 

Mr. Hermpurcer. Whatever it is. 

Mr. Smirn. No, sir. I would doubt that they can. 

Mr. Hermevreer. Is it not obvious then that every local agency 
that is otherwise eligible should be subjected to that criterion ? 

Mr. Smirn. Of course, many of the cities and municipalities that 
will be involved in building these installations do have access to float- 
ing bonds on the bond markets that are selling somewhere in the 
neighborhood of between 3 and 4 percent. 

Mr. Hermevurcer. But not at the Government rate of interest? 

Mr. Surru. Yes. 

Mr. Hermpurcer. You have all of the authority in the world to 
premulgste regulations and terms to carry out your responsibility. 

either you nor the Secretary have any authority whatever to vary 
the basic terms of these loans as laid down in the statute, and that 
basic provision is—Government rate of interest, for 50 years. You 
have no more authority to insist that a higher rate of interest should 
be paid by the local organizations, than you have to loan them more 
than $5 million as provided by the statute. 

Mr. Smirn. I am sure you realize that the Secretary and the other 
officials of the Department that were engaged in the establishment 
of this policy had no thought in mind of overruling the intent of 
Congress or going contrary-to the intent of Congress in establishing 
this policy. The thought being that the statute, being silent on the 
question, you must admit there is something in the record of the De- 
partment’s attitude toward this loan program at the time it was being 
considered. 

Mr. Hermpurcer. There was such an attitude. It was expressed by 
Assistant Secretary Peterson, testifying when the bill was under con- 
sideration by the committee. That was before the legislation was 
adopted. 

Mr. Smirn. It was not contradicted by any Member of Congress, 
either in hearings or on the floor. 

Mr. Hermeurcer. That is no the point. The point is that the 
statute laid down the terms and conditions on which these loans are to 
be made. 

Mr. Smirn. If you make a loan, that is right. 

Mr. Hermpurcer. Government rate of interest, for not to exceed 50 
years, not to exceed $5 million, and assuming the eligibility of the local 
agency to participate in the project. 

Mr. Smirtu. It has not altered those. 

Mr. Hermeurcer. It means that you are insisting that a local agency 
pay more than the Government rate of interest for a loan. In other 
words, you are putting in a requirement which is not within the con- 
templation of the statute. 

Mr. SmitH. You know as well as I do that the matter of interest 
rates on municipal bonds changes from month to month and from day 
to day. It is entirely possible that sometimes cities with good finan- 
cial standings can obtain the bonds for these purposes at less. 

Mr. Poace. Have there been cities in the history of this Nation that 
sold their bonds at less than the going Government rates? Will you 
tell us about that ? 

Mr. SmirH. Maybe equal to that. 





3, ee...“ 


weap oF ™ «© & 


~s 8 wvrs mo cr "s 


AGRICULTURAL CREDIT REVIEW 33 


Mr. Poacs. Just show where it has ever happened. I am sure there 
must be one or two towns that have done it. 

Mr. Smiru. They are tax free, you know. That makes the bond 
attractive. 

Mr. Poace. What is it that makes them so attractive ¢ 

Mr. Smirn. The municipal bonds are tax free and that makes them 
attractive in the bond market. 

Mr. Poacer. That is true, but they still come to you for money. If 
they can get a lower rate of interest than the Government going rate, 
obviously, they would be doing so. Nobody would come to you to get 
money if they could get money at a lower rate of interest. 

Mr. Smirn. Mr. Poage, I believe we have explained that the De- 
partment of Agriculture didn’t see anything’ in the record or in the 
statute that indicated that there was a clear direction from the Con- 
gress that that was the policy that these loans were to be made under. 

Mr. Poace. Did you take into consideration the fact of the pendency 
of this Engle bill—you were aware of it ? 

Mr. Smiru. Yes. 

Mr. Poace. Did you take that into consideration ? 

Mr. SmirH. I was aware of the Engle bill. 

Mr. Poace. And did you assume that Congress was going to de- 
liberately pass legislation up here that would deny to a large part of 
the United States the very material benefits they would get under that 
bill? 

Mr. Smiru. That isa nationwide bill. 

Mr. Poace. Our bill is. The Engle bill applied only to part of the 
United States. Our bill tried to treat everybody alike, without goi 
so far as to give anybody the kind of dole that the Engle bill intend 
to give. 

think we have learned where it originated. 

Mr. McInriee. I think we have discovered many problems and 
learned from the discussion that there is an area here that was not 
clearly defined. If there is any responsibility in this situation, then 
the least we can say is that we should share it. I would certainly not 
want to subscribe to the philosophy that the legislative record is clear 
enough on these points, with adequate instructions to the executive 
to issue regulations in line with what seems to have been the intent. 
If it needs clarification in order to get the purpose and intent of the 
law as intended, it seems, that perhaps we ought to clarify it. It can 
be done through a matter of amendment if it needs something to 
clarify it. 

I will not certainly charge the Department with defaulting on their 
responsibility. I know others do not. If this statute is in any way 
cloudy as to the intent of Congress, it needs to be clarified. 

Mr. Poage. Do you contend, Mr. Smith, that any time we pass 
legislation all you have got to do to avoid the provisions of the legis- 
lation is to have somebody insert a statement in the record of the 
hearings that they had different views than those held by the majority. 

Mr. Smiru. No, sir; I would not subscribe to that. 

Mr. Poace. You are relying on the Peterson statement which is 
merely a statement by somebody as to what he thought ought to be 
the law before the law was passed ? 

Mr. Smiru. That is right. 
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Mr. Poacr. When Congress passed something else, you seem to 
insist that it still ought to be interpreted to carry out the views of 
this witness. 

Mr. Smiru. My opinion about it is that I have read the Congres- 
sional Record; I have read the committee record, read the statutes; 
I think there is something to be said on either side of this question, 
I think that the Department could, in considering the problems, de- 
cide the policy either way. We are trying to inform the committee 
as to which way the Department decided and how it has to date 
been operating the watershed-loan program. 

I do want to say, also, that this particular policy has not been 
standing in the way of these applications not being turned into loans, 
That is not.the reason why they have not been approved. 

We will be glad to file with the committee the particular handling 
that has taken place with each of these applications. 

Mr. Poace. [ find no fault with your requiring all of this back- 
ground. I know that takes time. 

Mr. Srru. That is right. 

Mr. Poace. You run into some difficulty on that and _ it does take 
time to work that out. All I am talking about is this policy. I have 
tried to be frank with you. I have called names. I tried to find out 
where the changes were made. If we can’t get that, we will have to 
just leave it as “departmental,” that it fell from God or somewhere. 
We can’t place the responsibility on the man who made the decision. 

I will say if Chairman Cliff Hope denies my interpretation of this 
bill I will shut up. I told you why we wrote it as we did, and I have 
told you who was involved. If you could be equally frank, I feel 
we could all get a better understanding. 

Mr. Smiru. I don’t know any more than I have told you. I would 
be very happy to give you more information if I had it. I have told 
you my thinking on it. 

T did recommend this policy because I thought it was a proper one 
under the circumstances. I am not prepared to tell you who decided 
it in the Department of Agriculture at all. If I did know I would 
certainly tell you. 

Mr, Poace. We are very much obliged to you for the discussion. I 
know we got a long way off from your activities. 

Are there any other activities that you would like to discuss, Mr. 
Hansen ? 

Mr. Hansen. I believe I have nothing at this time. Unless you 
have some questions on any other subjects or any comments. 

Mr. Poses. I think, generally, the program is going along very 
nicely on the water facilities program. 

Mr. Hansen. Yes. Weappreciate the cooperation we have received 
from you individually and collectively. We have certainly appre- 
ciated the opportunity to work with you on many individual cases as 
well as the overall program. That is very sincere. 

Mr. Poacr. Did you have some legislation you wanted to suggest ? 

Mr. Hansen. Yes. There is one piece of legislation. I believe I 
noticed Senator Ellender introduced it in the Senate. I don’t know 
if it has been introduced here. It is about like this: Instead of our 
being charged with expending our total appropriation each year— 
much of it comes back, as you know, in repayments and in interest— 
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if a revolving fund could be set up from the moneys that we have 
loaned and then collected and reloaned, the expenditures would not 
appear as outright expenditures by our agency. However, the Con- 
gress would have full determination as to how much funds would be 
used for administrative costs each year and would continue to set the 
annual loan limitations. It does not seem to me that it would detract 
anything from your control of our agency. A revolving fund would 

rovide a more realistic picture of what the actual cost to the public 
is for operating our program. 

Mr. Poacer. I am sure that the members of this subcommittee would 
certainly be interested in working on that. 

Mr. Hansen. If you have any questions on the proposal, please get 
in touch with us. We will be glad to come up and discuss it in full 
with you. 

Mr. Poace. Wewill. Thank you very much. 

I hope that those who have been waiting realize we have been dis- 
cussing some of their problems. All we can do is to offer our apologies 
to you gentlemen for requiring you to sit through this. You were 
the first ones here, but we get off on this other transaction. We still 
have another credit subject, REA, but as I see it, all we can do is to 
hope that you gentlemen will bear with us and understand why we 
didn’t get to you, and ask you to come back and we will try to arrange 
another date when we can hear you. 

As to just when we can work out a time is the problem. We will 
have to get in touch with you to work out another date. 

Thank you for being here. 

The committee will stand adjourned. 

(Thereupon, at 12:05 p.m., the subcommittee adjourned.) 
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WEDNESDAY, FEBRUARY 18, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON CONSERVATION AND CREDIT 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 


The committee met, pursuant to notice, at 10 a.m., in room 13810, 
New House Office Building, Hon. W. R. Poage (chairman of vhe sub- 
committee) presiding. 

Present: Representatives Johnson, Breeding, McSween, McIntire, 
Short, and Pirnie. 

Mr. Poace. The committee will come to order. 

Will you please call the roll ? 

The CierK. Mr. Poage. 

Mr. Poace. Here. 

The Cierx. Mr. Johnson. 

Mr. Jounson. Here. 

The Citerx. Mr. Breeding. 

(Not present. ) 

The Cierx. Mr. Stubblefield. 

(Not present. ) 

The CLerx. Mr. McSween. 

Mr. McSween. Here. 

The Cterx. Mr. Burns. 

(Not present. ) 

The Cierx. Mr. Fernés-Isern. 

(Not present. ) 

The Crerx. Mr. McIntire. 

Mr. McIntire. Here. 

The Cierx. Mr. Short. 

Mr. Suorr. Here. 

The CrerK. Mr. Pirnie. 

Mr. Pirnie. Here. 

(Also present at hearing subsequent to rollcall: Mr. Breeding.) 

Mr. Poace. The quorum of the committee is present. 

We are honored this morning to have the Administrator of the 
REA here, Mr. David Hamil, whom we asked to come up and talk to 
us about the whole program of the REA; what you are doing, and 
what your functions are, and what your problems are. 

Of course, I know these things lead to unexpected facets but we 
would like to try to review the whole program if we can. 

Would you tell us about your work and any problems or suggestion 
you want to offer ? 
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STATEMENT OF DAVID A. HAMIL, ADMINISTRATOR, RURAL 
ELECTRIFICATION ADMINISTRATION 


Mr. Hamu. Mr. Chairman, I appreciate the invitation to come up 
here and talk with you members of this subcommittee about the 
activities of the Rural Electrification Administration. 

REA was established first in 1935 by an Executive order of the 
President and operated for approximately 1 year under that authority, 
It was then established a permanent agency by an act of Congress in 
1936 and was an independent agency from 1936 until 1939. In 1939, 
under Reorganization Plan No. 2 of that year, REA was made an 
agency in the Department of Agriculture. That plan provided that 
the Administrator would be under the general supervision and direc- 
tion of the Secretary of Agriculture. REA has been in an agency 
in that branch of the Government since that time. 

At the time REA was established, there were about 11 percent of 
the farms and ranches of this country that had central station electric 
power. At the present time the figure is about 95.4 percent of the 
farms and ranches that now have central station electric power, and 
approximately half of those are served by agencies financed by REA, 
That is quite a change in the 24-year period. 

Mr. Poace. That percentage at one time was much higher. Did it 
not get to about two-thirds financed by REA at one time? 

Mr. Hamin. Congressman, that I cannot answer for sure but I will 
check that for you. 

Mr. Poace. It is not too important. 

Mr. Hamu. It varies, Congressman, from State to State. It is not 
uniform in the entire country. 

REA has made loans in the electric program in 46 of the 49 States. 
The three States where we do not have loans are Rhode Island, Con- 
necticut, and Massachusetts. 

Mr. Jounson. Was that original 10 percent of electrified farms 
pretty much located in the East ¢ 

Mr. Hamu. That varied all over the country also. There was no 
standard pattern. I can tell you that the more sparsely settled areas 
of the country were those areas where less farm folks did have central 
station power. 

In 1949 there was an amendment to the Rural Electrification Act 
giving us the obligation and authority to make loans for improving 
and providing telephone service in the rural areas of this country, 
and we have been administering both programs, the electrification 
program and the telephone program since that time. 

Mr. Poser. What is the proportion, Mr. Hamilé Your electrical 
loans, of course, run many times higher than your telephone loans. 

Mr. Hamit. At the present time, Congressman, we have made loans 
to telephone borrowers—this is to December 31, 1958—it was a fraction 
over $526 million. 

In the electric program we have made total loans of $3,846 million at 
that same date. 

Of course, the electric program is a much older program and has 
had many, many years of experience. The telephone program is a 
much newer program and, as in the early days of the electric program, 
it took some time to get it off base and going. It took some time, 
Mr. Chairman, to get the telephone program in operation, finding 
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out we could provide the services needed in order that rural people 
might have modern telephone systems under a repayable lending 
system. 

I think that we are on sound ground in the telephone program and 
I see a future in the rural telephone program equal to that in the 
electric program. 

Mr. Poace. I am glad to hear you say that. I have hoped that 
wec ould get this program moving as well as the electric program. 

Mr. Hamu. Congressman, I have looked back on the records. The 
telephone program at the same coe in its life history is equal to or, 
in my opinion, in better shape than was the electric program. There 
are differences in the two programs, considerable differences. 

Really the only similarity between the two, is the fact that they 
use wire and poles. 

Mr. Poace. And the Government lends the money. 

Mr. Hamiuv. It is a Government-lending program. But in their 
operations, they are very different. I think that there is a tendency 
in the early days of the telephon program for many of us to assume 
that it was merely a transfer of the same function, but it did not work 
that way. 

Mr. Poacr. Mr. Hamil, as one who was here when we were passing 
the telephone tty ter I think that we all felt at that time there 
was going to be substantial technological development so that we 
would use the same facilities to a large degree. Certainly I was 
under the impression at the time we passed the Telephone Act that we 
we would probably use the same lines almost entirely, that we would 
move telephone messages over hot wires. 

We do not seem to be making any progress in that respect. 

Mr. Hamiv. There is progress being made and I will say I do not 
think it has been as successful as many people thought it would be 
because we have been unable technoleerhoatty to remove the noise that 
goes with the use of a high-tension electric line. 

The joint use of poles is reasonably well accepted. There are still 
some electric cooperatives who object a little bit to the use of their 

les. 

Mr. Poace, They are afraid of accidents; aren’t they ? 

Mr. Hamu. Yes. It does have that facet to it. But on a nation- 
wide basis there are no more than you would normally expect. I 
think that that is becoming less rather than increasing. I think it 
is becoming a more acceptable method of getting these telephone 
lines out. 

There has been a great deal of improvement in telephone systems. 
At the present time, where soil conditions permit, where it is not 
rocky, we can recommend putting telephone systems underground. 
The cost of an underground system today is comparable to the cost 
of one above the ground, and where you don’t have a rocky condition 
they have developed adequate coating for these wires so that we do 
now recommend putting telephone systems underground. 

Mr. Poace. You just put the wire underground with a coating on 
it? 

Mr. Hamit. It is insulated with neoprene compound and then it 
is also coated with a metal. In some areas it varies according to the 
soil condition. 
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Mr. Poage. And you can put it there approximately as cheaply as 
you can above ground ? 

Mr. Hani. Yes; there is very little difference, particularly when 
you take into consideration the hazards that go with some above- 
ground installations. 

Mr. Poace. I think that is quite considerable progress with which 
I was not familiar. 

Mr. Hamiz. Congressman, some of the early underground systems 
have given considerable trouble because of not having the proper 
material: s, but the plastics and the combination of plastic s and metals 
have given a flexible cable that can be plowed into the ground very 
quickly and very simply and it surely does eliminate some of this 
right-of-way problem. 

‘Mr. Poace. Who dev eloped that? Did you develop that? 

Mr. Hamin. REA has worked with the industry and it has been a 
combination of everybody in the telephone industry working together, 

Mr. Poacur. Are the Bell and General Telephone Cos. using that 
system ¢ 

Mr. Hamm. Yes. The Bell Co. particularly in some of the heavy 
icing areas of this country and in some of the areas where you are 
subject to salt air from the coast, they are going to that almost 
entirely. 

Mr. Poace. Of course, I live in one of the heavy icing areas of the 
country. Many people suppose we are free of this problem but the 
Southwest gets as much icing as the a ar North because we have a 
tendency to have rain at about 30° or 32° and it will ice on you, 
whereas, if it gets a little colder it comes down as snow. 

I have not known of the development in our section. Bell has put 
some cables underground in rural areas, but it is only cables. where 
they have a number of wires in one cable. You are talking about 
where you are just carrying a wire out to a farm house? 

Mr. Hamu. Yes. 

Mr. McIntire. I think it must have been at least 15 years ago that 
the New England Telephone Co., which is a subsidiary of Bell, was 
doing this in the rural areas in my section. There was quite a lot of 
trouble with it because they were, at that time, running into some 
areas where the soil was pretty thin and they were putting the lines 
in quite shallow. They tried the two lines first, in the shoulder of 
the road, and then just at the edge of the private property. We 
always had the trouble of somebody plowing it out with farm equip- 
ment and machines of that sort. Some of it is still in there. 

Mr. Hamu. They like to go down 24 to 30 inches and below because 
that gets them pretty well out of surface activities. It has only been 
in the last couple of years that REA has felt that on a nationwide 
basis we were sure enough of the satisfactory service that we would 
recommend it. We had a system down in Louisiana that we have had 
considerable trouble with. A trial run was put in several years back. 
There has been considerable trouble with that one. We are at the 
point now where, if subsurface conditions are not too rocky, we 
recommend this if the borrower wants to put it in. 

Mr. Poace. I would like to ask you about that. In the telephone 
program has the Bell Co. ever made any loans from REA ? 

Mr. Hamin. Have they ? 
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7 ™ 


Mr. Poace. You have not made any to them ? 

Mr. Hamu. We have made no loans to the Bell Co., Congressman, 
but the Bell Co., some of the Bell companies have sold some property 
to borrowers from REA that have been incorporated in REA finance 
systems. As a matter of fact, there is one at the present time in your 
State that I hope will go through, Spur, Tex. We have a widely 
scattered cooperative at Spur, and the cooperative board and manage- 
ment have been very good, but it is just so far between telephones 
that they are having difficulty developing a satisfactory telephone 
system. _ ; crsoik 

In our opinion, if the town of Spur, which is a little over the 
population limit, the 1,500, could be incorporated into that system, 
it would be a fine system. In addition to that, that is the community 
of interest for most of the people in the area there and it requires a 
little change in either the organization of the company or in the Texas 
law in order to put this system in operation. 

Mr. Poace. The legislature is in session right now and maybe they 
can get it changed. 

Mr. Hamu. The Bell Co. from my most recent information is 
agreeable to a sale of this property so it could be incorporated into 
this area. 

Mr. Pcace. You are making loans to all of the other telephone 
companies, are you not ? 

Mr. Hamm. No. There are many companies, Congressman, who 
have not borrowed any money from REA because of the first mort- 
gage terms that we require. However, in one or two cases with which 
I am personally familiar, a subsidiary company of a larger organiza- 
tion has borrowed money from REA to develon a particular terri- 
tory that came within the act. 

Mr. Poace. What I wanted to get at is whether there was any 
other substantial telephone organization that simply made it a policy 
of refusing to accept REA loans. Of course, I know it has been a 
policy of the Bell System not to accept any REA loans. Does Gen- 
eral take that attitude ? 

Mr. Hamit. We have no loans with General but just last week we 
made a loan where three General exchanges had been absorbed by a 
borrower from REA and incorporated in a system which, in my 
opinion, makes a good system out of the kind of one-horse shows that 
have been the plague of the telephone industry, as you know, Con- 
gressman, and as I know, for a good many years. But General has 
no loans with us. 

Mr. Poace. But they have no policy, do they, opposing loans? 

Mr. Hani. No, they have not a policy opposing REA, to my knowl- 
edge, Congressman, and I believe that the temperature between most 
of the larger independent and the Bell System at the present time is 
the best that it has been since the act was enacted. There was, of 
course, I am certain, some fear on the part of people in the telephone 
industry that REA was going to jump in here and develop a Federal 
communications system. I can assure you, Congressman, that that we 
have not done. We have worked with the industry. We make no 
differential according to congressional instructions between whether 
the people locally want to operate through a cooperative or a mutual 
or an independent company. 
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Our only criteria is that it comes under the act and that the service 
be as widely disseminated as it is financially possible to do so. Under 
those circumstances, whether it be an independent company or a coop- 
erative, the same rules prevail. 

Mr. Poage. Of course, down in my country, in my own area, you 
have not made a loan to a single telephone coperative in my district, 
You have several telephone loans but ee are all to privately owned 
companies, every one of them. But this has developed a lot of rural 
telephone connections. 

About what percentage of your loans are made to cooperatives? 

Mr. Hamu. At the present time, Congressman, there are 209 coop- 
eratives, I believe it is, and 429 companies. That is about right. 

Mr. Poace. Would the amount of money break about the same? 

Mr. Hamin. At the present time, Mr. Chairman, the amount of 
money percentagewise is a little bit heavier in favor of the cooperative 
per unit, but many of our loans now, Congressman, are to cooperatives 
or to companies to whom we have had previous loans and they are 
expanding their territory. One of the larger loans just recently was 
to a cooperative in Montana where they took over a town and it was 
the only feasible method of getting the entire rural area served. It 
was a sizable loan and it was an expanded loan for a cooperative 
already in business. Many of our loans are that way. 

Mr. Poace. Mr. Hamil, that raises a question that I have never been 
quite satisfied on. I cannot clear my own thinking on this. Maybe 
you are in the same shape or maybe you have a definite answer. In 
this matter of including these larger towns, I don’t mean the larger 
cities, but the larger trading centers in the rural telephone areas. As 
I see it, the rural telephone system varies from the electric system 
considerably in that it does not make a bit of difference for me as a 
farmer where my electricity comes from, north or south or east or 
west, but it make a lot of difference to me where the center of my 
telephone system is, because if I have a telephone system that con- 
nects me with a county seat three counties away, I haven’t much use 
for the telephone system. 

It does not mean anything except putting in long distance calls. 
But if I have a telephone system that centers around my tradin 
point, it is worth a great deal more to me. Yet we have instruc 
you not to go into that field, and I do not mean to suggest that we 
should. The thing bothers me. Do you have a solution as to what 
we ought to do about lending money to make that system include 
those trading points ? 

Mr. Hamm. Congressman, it is very difficult to develop a tele- 
phone entity that, in my opinion, will stand on its feet for the dura- 
tion of the loan plus unless you develop it around a community of 
interest. Many times, as you are fully aware, the community of in- 
terest is a town smaller than 1,500. 

Mr. Poage. Yes. 

Mr. Hamiut. In a few cases we have justified, Congressman, allow- 
ing the incorporation of a town above 1,500 on the grounds that it 
was the only feasible way to reach the rural area tributary to that 
town. I personally feel that while it may cost us a few more dollars 
to develop a system of that kind, in the long run, Congressman, you 
will always be proud of that system because if something should go 
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wrong with management, you always have a merchantable concern. 
That. was the plague of the telephone industry for years, as I see it, 
where the switcher lines that nobody took care of, that nobody cared 
to run and, as a result, they deteriorated and went down rather than 
staying up with modern prance, f I think we would be unwise 
with the money you made available to us if we fostered an already 
disproven theory. vin 

We are trying to see to the very best of our ability that these en- 
tities that we establish are able to stand on their feet and will be able 
to keep up, we hope, with technological advances as they go along. 
That Me not mean, Congressman, that we do not make loans to small 
organizations. We have to. Just within the .last few days word 
came to my desk of four small organizations where almost all the 

le involved were going to be subscribers to a telephone service 
in the community and I put by OK on our technicians to go ahead 
and develop these systems and work with these people. 

If that is all the people there are there, that is what you have to do. 

As a matter of fact, one of the smaller ones we have is at Deale 
City, Tex. There were 165 units in this particular area and 163, I 
believe, subscribed for service, and we were able by that type of sub- 
scription to help them develop a EA MORy system. I am sure, 
Congressman, that it will pay out. If we had the same percentages 
inmany of the other places, we could probably do better. 

Mr. Poace. That leads me on in the same field. When we estab- 
lished this program, I am sure many of us had an erroneous idea as 
to the cost. We thought too much in terms of the old farmer systems 
of lines where we paid 50 cents a month or something of that kind. 
We had in mind, many of us did, that we could probably make this 
function with rates of $2 or $2.50 a month. 

Do you have some idea as to what your charges will average today 
over your systems ¢ 

Mr. Hamit. They will run from approximately $3 up. In one or 
two cases, as high as $10. 

Mr. Poace. They probably average over $4 ? 

Mr. Hamu. Yes. The average, I think, Congressman, for a multi- 
party service, and that is eight-party service. 

Mr. Poace. And most of that is—— 

Mr. Hamin. And that, in my opinion, is adequate. I am a farmer 
and rancher myself and I have a multiparty service, and I am happy 
about it. It is a 24-hour-a-day and 7-day-a-week service. I do not 
think I am old fashioned to say that if it is good enough for me, it is 
good enough for anybody in the country. I grew up on this system. 
I am plenty happy to call my neighbor once in a while and ask my 
neighbor to let me use the phone. I think we should strive to see if 
you can have individual service, but that is a goal like the 4-minute 
mile, you don’t always make it. 

Mr. Poacr. That is a goal that will only be achieved with a cheap 
method of transmitting a number of messages on the same wire at the 
same time. I know we have those methods of carrier systems but that 
goal, as I see it, will never be achieved by running a separate wire to 
every farm and ranch in the country but rather if it is achieved, and 
I think it will be achieved ultimately, it will be by a cheap effective 
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carrier system that enables you to carry different messages at different 
frequencies. 

Mr. Hamu. Using transistors. I want to tell you this, Congress. 
man. I believe that we are closer to that day—I am sure we are— 
than we have been since the telephone program has been in effeet, 
The old tube deal was an expensive deal and its replacement possibly 
was quite frequent and, asa result, it was not what you call satisfactory, 
But with these transistors that can be about the size of your finger, you 
know, that can be put out there that have a long life to them, why there 
is a possibility of developing that. That is still in the experimental 
stage but it is much further advanced than we thought it could be. 

Mr. Poacr, So your costs to the customer will average something 
over $4. 

Mr. Hamu. I do not know that I have an average on it, but I think 
about $4 to $4.50. , 


You know, Congressman, people who get that service, after they get 


it they are happy. Many times, when the developer goes in, whether it 
be a cooperative or a company, there is some reluctance on ‘the part of 
the folks because they are thinking about the type of service that they 
have been used to that cuts off at sundown and is off on holidays and 
Sundays. 

Now they are getting 24-hour service, 365 days a year, available when 
emergencies can arise practically any time. Most of our people are 
very, very happy after the service is put in. 

Mr. Poacr. Now, for the last 12 years, the Southwestern Bell and, 
I suppose, all of the Bell Systems, but I know the Southwester n Bell 
System, has followed a policy of continuous rate increases in the 
cities of Texas. The cities are the only place in my State where they 
have to go because we have no State regulatory agency. As soon as 
they get an increase, they come back and ask for another. It takes 
about a year to get a rate increase in a town of substantial size in 
Texas. They keep rate increases pending continuously. I think they 
had a rate increase in Waco at least six or eight times since the close 
of the war. They continue to do it. They have rate increase appli- 
cations pending now. 

Do you anticipate REA-financed systems are going to have to follow 
that policy ? 

Mr. Hamu. I hope not, Congressman. 

There are only two St: ates that do not have regulatory bodies, the 
State of Texas and the State of Iowa. Every other State they have 
to go before a regulatory body and they have to present to this regu- 
latory body a set of facts and figures as to their operations and 

earnings. Most State regulatory commissions are quite close on their 
observations, particularly as to the borrowers from REA, which, I 
think, they should be. 

There have been cases where REA borrowers have naturally had 
to go before the commissions for increased rates because costs have 
been going up in the telephone field for central office equipment, for 
other things that it takes to put a system together. There have been 
some needs for increases. 

I believe this too, Congressman, that in the early days of REA’s 
telephone experience we were probably unable to advise them as well 
as we should be able to now as to the establishment of satisfactory 
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rates to handle their necessary operating costs plus the amortization 
of their loan. But I hope that it is not a pattern that is going to have 
to be followed straight through. 

Mr. Poace. I hope it is not too. 

Mr. Hamin. I do too because you just cannot continue to be before 
your ales bodies for an increase and have the support of people 
at home. 

Mr. Poacr. As far as I know, your borrowers have not done a great 
deal of increasing of rates in our area. You can increase in Texas 
in most all of your systems without going before any body. All you 
have to do is increase them. In our State, it is only the cities that 
control rates. You do have to go through a hearing i in the city the 
same as you would before a State agency. That is why the South- 
western Bell is always before these city commissions. But these 
rural loans where there is no city involved, the State does not exercise 
any control over them and your borrowers could increase. I do not 
think your borrowers have been bad about that. 

Mr. Hamm. It would not be with the approval of the REA that 
the telephone service be any higher than it is absolutely necessary to 
provide good service and to provide enough to repay the loan. I just 
do not believe in that. I just do not believe in borrowing money from 
an agency like REA to develop a profitmaking entity that is going 
to profit beyond what is fair and reasonable. 

i believe in the profit system, Congressman, and I operate on the 
profit system in my own cattle business at home because if I didn’t I 
would be broke. T believe that other people in this country are en- 
titled to exactly the same rights. 

Mr. Prente. Mr. Chairman. 

Mr. Poace. We have gotten off on the telephone system. 

Mr. Breepine. I wanted to ask some questions about the increased 
interest rates. 

Mr. Poace. I know there will be questions on that subject. Don’t 
you think we had better finish our telephone system before we go 
back to the general lending program? I sidetracked things and got 
on the telephone program. 

Mr. McIntire. I would just like to ask a question or two. Mr. 
Hamil, in relation to REA loans to telephone systems, what proportion 
of these systems are dial systems now’. I appreci inte that this is a 
direction toward which the telephone companies are moving. Some 
of the services are dial systems, as some have been rec onverted to dial 
systems. 

Mr. Hamm. Any of them, Congressman, that are being completely 
revamped are revamped under a dial system. If there happens to be 
a pretty good common battery unit out there that they cannot convert 
to dial in the first move, it comes along later, but there is no system 
today in the telephone field that is modern except a dial system be- 

cause you cannot develop a 24-hour, 7-day-a-week, and 365- day-a-year 
system except with the dial system. I think this is a fair statement: 
that borrowers from REA and we are working with them in striving 
toward 100-percent dial in REA loans. 

Mr. McIntime. In line with the chairman’s question in relation to 
the fact. that. it is more favorable to be tied in with a system that. is 
servicing the trading center of the area, I expect that as time goes 
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on this system to which REA is making loans will have the same 

uestion before them as is occurring in some areas within the Bell 
System, that is, the consolidation of exchanges to the point, par- 
ticularly of the dial system, where the toll charges from one nearby 
community to the other is completely eliminated. 

I happen to live in an area where there is a toll charge about every 
12 miles. The pattern of exchanges as it came up through the years 
established an exchange in one community, ae in a community 
12 miles away, and still another perhaps 15 miles away, and each of 
those has had a separate exchange. Still, while it is complete dial 
system now, and has been for some time, and each of these is a 
trading center, there has been a toll charge into each one of them. 

In around October of this year the whole area, which would prob- 
ably operate on a radius of 20 miles from a central point, will have 
all of its exchanges tied in and we will be able to dial into any one of 
those communities without toll charge. That means, of course, that 
our base rate is going up for there has to be some compensating factor 
to replace the toll. But it is really a very small part of our total 
costs, and we, as farmers, are afforded contact with the towns, for 
those are the areas where our brokers, our insurance people, and 
everybody else are located. 

Will this system be confronted with some of the problems you 
mentioned, and would you anticipate that it could be met by blending 
the interests of two or three different. exchanges, or two or three 
different corporations or cooperatives, in such a manner as to work 
out the direct dialing system. 

Mr. Hamu. It could be. That is an engineering problem, Con- 
gressman, and it is being considered by our engineers when any one 
of these systems happens to be developed. There will probably be, 
as the chairman mentioned a few minutes ago, carrier methods devel- 
oped that will make extended area coverage possible in future times. 

In making loans, Congressman, for instance, we might have for 
reasons that are pertinent to your community or to the chairman’s 
community, we might make two loans to this organization here and 
to this organization, but REA’s engineers are quite positive that if 
either one of these entities decided at the future date that they did 
not want to stay in business, it would merely involve a transfer and 
the people could have service and it would probably be under as good 
or better circumstances than before. I think that is wisdom on the 

art of my predecessors in adopting this procedure and we are follow- 
ing it on through. 

Mr. Jounson. From what I know, you are setting them up over a 
wide area to start with. You are taking in four or five different ex- 
changes and putting them into one REA co-op. Isn’t that correct? 

Mr. Hamu. That is true, Congressman, where there is an area that 
the people want service that way. That does not always mean even 
in a widely scattered cooperative, extended area service that Congress- 
man McIntire pointed out, because of technical difficulties in doing 
it. It would be hoped that that objective would be obtained. 

Mr. Poace. Mr. Pirnie. 

Mr. Prenie. Mr. Chairman, apropos of Mr. McIntire’s query, I won- 
dered what had been the trend toward absorption of any of these 
operations by larger companies, whether there had been any trend 


—_—r £4 


re A 


© of 4 24 beet of 


— 


eet TO ees OO, aA 


— 


ae 


ao ww hR 2. 





nd 


mn- 
se 


nd 


—— 


ee 


RURAL ELECTRIFICATION ADMINISTRATION REVIEW 49 


at all toward that, whether their system is continuing to operate inde- 
pendently or whether it has been found desirable to consolidate. 

Mr. Hamriu. There have been more consolidations than there has 
been splitting up into smaller entities in the telephone field. There 
has been a tendency toward consolidations. 

Mr. Pirnie. Just within the REA group or with private industry ? 

Mr. Hamu. That is over all. That is an overall tendency. There 
were some 6,000 telephone systems in the United States. That has 
been reduced now to less than—it is in the 3,000’s now. 

Mr. Poace. At one time it reached 20,000 back in the 1920's. 

Mr. Hamu. In the switcher lines. 

Mr. Piente. I was thinking of the group financed by REA; has 
there been a trend toward consolidation ¢ 

Mr. Hamiu. Yes, there has been a trend toward consolidation even 
within the borrowers from REA, but there have not been many of 
them. There was one down in Florida that another borrower from 
REA took over this entity. I want to tell you we were very thankful 
when it occurred because it appeared to us that we had a better going 
concern after the consolidation than we had before. That is true in 
the entire telephone field. There has been a tendency toward larger 
companies and fewer of them. 

r. Prrnte. And larger companies have absorbed some of the REA 
financing. 

Mr. Hamiu. There has been none of that to this point. Up to 
this point, Congressman, all of the borrowers from REA that have 
been established unless they merged with some other REA borrower, 
none of them have been absorbed. I think in a few cases there have 
been some exchanges of territories because you are going to have 
that come up under any circumstances. You are going to have to 
change some territories because maybe you had anticipated the de- 
velopment was going in one direction but maybe it went over here, 
and the territory as set up was not the same after the development 
as it appeared to be ahead of time and the trades have been made. 
That has been small. 

Mr. Poace. Speaking of that territory, are you in a position to give 
us a statement as to what your policy is in Texas, and I suppose it 
will be the same in Iowa, but maybe not, because our State law 
specifically prohibits—I would not say that our law but our court 
decisions have held—that there was no such thing as exclusive terri- 
tory outside of city limits in Texas. What is the policy there about 
financing an area where there is some service, because there is some 
service in practically any area that I ever heard of, even in the Trans- 
Pecos, but maybe only a very few of the residences have service. 

How far do you go toward recognizing the preemption of an area? 

Mr. Hamin. From that standpoint, in the telephone field it would 
be like this. We are talking about west Texas basically. There is 
not room for any two telephone systems in much of west Texas. 

Mr. Poacr. Let me give you an illustration in central Texas. 
There is a town called Davilla, a town of three or four hundred people. 
About 4 years ago there was one telephone in town, that was a pay 
booth set out into the stores, and it was run by Southwestern Bell out 
of Bartlett. That was the only telephone in town. 

Mr. Jounson. How big a town did you say it was? 
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Mr. Poace. Three or four hundred people. There are four or 
five stores there and quite a center. They contended that they had 
telephone service. One of your financed private telephone companies 
is now servicing them. 

Mr. Hamim. Congressman, we would not consider one telephone 
in a town of 400 adequate service. 

Mr. Poace. You financed them to go in and give service. There 
was one telephone in town and Bell claimed they were getting 
service. 

Mr. Hamiz. We have to consider a reasonable approach on prac- 
tically all problems. I don’t believe any reasonable person in 1959 
would think that one telephone in a town of 400 was reasonable 
service. I believe that position would be sustained by the courts in 
the State of Texas. 

Mr. Poacr. Of course, you do not have to bother but the courts 
of Texas felt if they were serving 399 of the 400 people you could 
still go in there. 

Mr. Hamm. On the question you asked me in regard to duplica- 
tions of service, you are going to run into some little occurrences 
once in a while where it does require that the two or more entities serv- 
ing in an area get together to see that as near as possible service can be 
provided without a duplication of facilities. That is not the easiest 
thing to work out but up to this point it has been reasonably well 
handled. 

Mr. Poacr. Mr. Short, we have gotten completely off of what most 
of us intended to discuss and I led the committee astray. We have 
been discussing the telephone service most of the time you have been 
gone. If you want to question Mr. Hamil on the telephone service, 
you might do so now because I do want to get back on the electric 
service. 

Mr. Snort. If this is not repetitious, Mr. Chairman, I would be 
a little bit curious about the operation of the RTA program on a 
nationwide basis. Just as I was leaving Mr. Hamil was outlining the 
scope of the RTA program, State by State, nationwide. I think 
he did mention that there was, am I right, no REA program in three 
States? 

Mr. Hamtu. There is no REA electric service financed in Massa- 
chusetts, Rhode Island, and Connecticut. 

Mr. Storr. T am trying to get at the same thing, Mr. Hamil, on 
the basis of the RTA program. How broad is the application of 
RTA, if that is not too difficult ? 

Mr. Hamit. You know that I have to look at my book on that be- 
cause I cannot keep both programs in mind like I have the electric. 
I will have that for you. 

Mr. Snort. If it is in the book I have the book and I suppose I 
should anologize for asking such a question. It indicates that I have 
not read your report as carefully as I should. 

Mr. Hamiv. It looks as if I have not read it as closely maybe as 
I should have, myself. 

I think if you will turn to page 28 of the report, you will find it. 
I havea copy of that right here. 

Mr. Poace. We all havea copy of it. 
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Mr. Hamu. At the present time, Congressman, I think we can say 
that there is somewhere in the neighborhood of 50-some percent of 
the farms and ranches of this country that have telephone service, bet- 
ter than 50 percent. There are all kinds of variations in that service, 
but we are striving toward dial service for rural establishments as 
widely as it can be practicable. 

(Discussion was held off the record.) ; 

Mr. Hamu. I thought you men might like to know this: There is 
a little fact sheet about your own State. I thought you might be 
interested in this. I have been in the legislature of my own State a 
long time. When they talked about the schools, each one wanted to 
know how it affected his districts. 'This shows you the telephone and 
the electric loans that have been made in your'particular States. It 
is in the book anyway. 

Mr. Poace. These are the electric loans ? 

Mr. Hamu. One sheet is for electric and one is for telephone. You 
can see, Congressmen, and Mr. Chairman, that from the electric stand- 

noint, Texas being the largest State during most of the life of REA, 
it also required more money from this agency to electrify it. I am 
very proud of the fact that at the present moment there is only one 
rural electric distribution system or generating system that is de- 
linquent in its payments to REA. 

Mr. Prirniz. You do not happen to have the State of New York on 
this list of States. Was there any reason that State was omitted ? 

Mr. Hamit. That is an error on the part of my information secre- 
tary, Congressman. The State of New York does not have many bor- 
rowers. 

Mr. Pirnre. You have some in the REA. 

Mr. Hamu. We have telephone and electric borrowers both in the 
State of New York. I will get the information for you. 

Mr. Poace. Let us go back to the general explanation then. I be- 
lieve you had discussed the scope of your work but you had not dis- 
cussed the mechanics of it, how you do this thing. 

Mr. Hamizt. How do we handle REA ? 

Mr. Poacr. Yes, I think it would be interesting for the committee 
to just discuss the mechanics of it. Some of us hope we know and 
some of us think we do but maybe we don’t. 

Mr. fami. I will go into the electric field on that now, Congress- 
men. 

Mr. Poace. Yes. 

Mr. Hamu. In the electric field the rural areas of this country at 
the present time are reasonably well covered. We have a few areas, 
and I will use the State of Nevada, where we are in the process right 
now, and in the new State of Alaska, of organizing some new entities 
for providing electric service. Outside of that service, practically 
everything that is being done is the lateral expansion of entities al- 
ready in existence. How was it done? 

All right, Congressmen, I helped organize what turned out to be 
the B section of the High Line Electric Association in Sterling, Colo. 
One, we wanted electric service, so we signed up our neighbors, and, 
at that time, REA said to us you will have to have three members per 
mile in order to justify a loan. We were able to sign them up and we 
borrowed money from REA. 
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REA sent us the specifications for the lines that we would build, 
We provided engineering service to see that the money that is expended 
by these local entities is put into plants that meet REA specifications, 
REA specifications are based now on years of experience, and, I think, 
are quite rigid. In other words, we are not loaning your money for 
something that is not going to be able to provide service or will not 
be out there over a reasonable period of time. 

After the entity is organized and has the loan from REA, it starts 
operating and providing the service. All loans are now made for a 
35-year period. They bear 2-percent interest and are repayable on an 
amortized basis, starting in most cases now at the end of the third year, 
All of the money is to be repaid plus interest over the 35-year period. 
That is the REA loan program. 

Mr. Poace. Your statement would not emphasize it as far as the law 
is concerned, these loans are they available to privately owned utilities 
on exactly the same basis as they are available to the cooperatives? 

Mr. Hamin. Yes. 

Mr. Poace. I do not suppose they have been made to private utilities 
in recent years, have they ? 

Mr. Hamm. No; they hanes not been. 

Mr. Poace. There were originally a few made? 

Mr. Hamin. Yes. 

Mr. Poacr. But most of the utilities have taken the position that 
they didn’t want to borrow the money. 

Mr. Hamu. I presume that that comes from a financing arrange- 
ment because we require a first mortgage or its equivalent. Out in 
the State of Nebraska where they have public power districts, we have 
accepted the obligations of the districts for that portion of a loan that 
would be applicable to the rural areas which are eligible to borrow 
from REA. In other words, we do not always have the first mortgage 
but we have either the first mortgage or what we deem to be the equiva- 
lent. More than 90 percent—I suppose it would be considerably 
higher than 90 percent of our loans—are covered by a first mortgage on 
the complete system. 

Mr. Poace. How much is this failure of the privately owned utility 
companies to borrow may be due to the existence of holding companies 
or a considerable identity of stock ownership between the utilities 
and the companies lending money? How many of these private utili- 
ties, do you suppose, and I am sure you do not know, but does the fact 
that many of them are associated with other institutions that are in the 
business of lending money have any appreciable effect ? 

Mr. Hamit. That could be in some cases, I am sure, Congressman; 
that could be true. However, I believe that basically this particular 
type of utility does not use our method of financing as they do not 
want REA as the lending agency to have certain controls over the 
operations of the company. 

Mr. Poace. It would seem to me that there is one of two things that 
must be true. Either the 2 percent is not as nearly as attractive as 
it has been held out to be and as I would think it was, or the private 
companies must have some other financial reason for not accepting 
the 2-percent money themselves, because they are eligible to receive 
the 2-percent money on the same basis that the cooperatives are. But, 
practically none of them are availing themselves of that 2-percent 
money. 
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Mr. McSween. Is it not a fact, Mr. Chairman, that you are making 
loans to privately held electric utilities? 

Mr. Hamit. We would, Congressman, if we had applications from 
them that came under the act. 

Mr. McSween. I am speaking of actual loans transacted. 

Isn’t it a fact that you have made some? 

Mr. Hamit. Yes, there have been some made. We have an entity 
down in the State of Louisiana that still continues to borrow money 
from us for these purposes. There was a loan made to them last 
year. They can still do it. This particular organization, Mr. Chair- 
man, is a subsidiary organization and organized for the purpose of 
serving rural areas. They continue to do business and continue to 
operate down there and apparently are satisfactory to the people 
of that State. I probably eiald add here that it became apparent 
in the early days of the rural electrification program that the rural 
electric cooperative was quite a satisfactory method of getting electric 
out to the farms. It was probably the most acceptable and it was 
widely used. The laws of the States were adjusted to that and most 
of the money that REA has loaned has been in that particular field. 

Mr. Poace. I think that is a fair statement. I think that it is an 
unfortunate thing, however, that the public has somehow or another 
come to Jook upon the REA as an agency that advanced money to 
nobody except cooperatives. That just is not true under the law. 
The philosophy of the act is to advance money to anybody who will 
serve these rural areas in a manner acceptable to the general program 
of REA. 

The act does not make any distinction on the basis of the organiza- 
tion of the borrower, whether it be a private corporation or whether 
it is a cooperative, or it could be even an individual. 

Mr. Hamu. I think the act says, “Preference shall be given to 
public bodies and cooperatives.” That is not limiting, Congress- 
man. 

Mr. Poace. That is right. Nobody has been suffering by that 

reference because you have not been so short of money that you gave 
it to cooperatives and denied it to private utilities at any time dur- 
ing the history of the REA that I know of. 

Mr. Hamu. There has not been a loan application that has been 
denied on the basis of organization since I have been in charge, which 
is not too long but it is approaching 3 years. I do not have any 
record or knowledge of any application being denied where the ob- 
jectives to be obtained came under the REA Act. 

We do not make any loan, as you know, Congressmen, without 
legal approval under the act and assurance that the money for which 
we make these loans will be used for purposes under the act. 

Mr. Poacur. Obviously, if the Potomac Power & Light Co. came 
and asked for money to redo their wiring here in the city of Wash- 
ington, you would turn it down. 

Mr: Hamm. Under the act. 

Mr. Poace. Under the act you would turn it down. However, if 
it was the Potomac Cooperative, asking the same thing, you would 
turn it down on exactly the same basis. You do not finance anybody 
to do business in these cities. We understand that, whether they are 
corporate or cooperative. There has not been any occasion since the 
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whole system started where anybody was turned down simply because 
they were a private corporation. 

Mr. Hamu. The one we mentioned in the State of Louisiana is one 
of the few, to my knowledge, that was established for this particular 
purpose and has continued over the years to serve this area and use 
REA money for that purpose, for its expansion purposes. 

Mr. Poaae. Isn’t the wording substantially the same in the Tele- 
phone Act as it is in the Electric Act as te whom you can make 
loans ? 

Mr. Ham. One limiting factor in the Telephone Act is that we 
cannot make any loans to a municipal organization. I do not know 
why that was put in. I was not here then, Congressman. That 
has not been a limiting factor in any case that has come to my at- 
tention except in one that we are working with our people in the 
neighborhood of Fairbanks, Alaska, where the service in Fairbanks, 
Alaska, is municipal and the surrounding area is wanting to develop 
modern service. We are having a little trouble working up a satis- 
factory entity there. 

Mr. Breeprnc. Mr. Chairman. 

Mr. Poacur. Yes, Mr. Breeding. 

Mr. Breeprne. Mr. Hamil, I noticed you made the statement that 
the interest rate is 2 percent, is that true on all REA and RTA loans? 

Mr. Hamm. Congressman, the interest rate has been at 2 percent 
since 1944, and that is the legal rate and that is the rate at which we 
make all loans. 

Mr. Poacur. This subcommittee wrote it. 

Mr. Breeprne. I noticed recently that there has been publicity that 
the administration is advocating increased interest rates on these 
loans. Are you favoring these inc ‘reases ? 

Mr. Hamit. Yes, I favor the increased rate, Congressman, because 
I believe that we are talking about a system now, a group of bor- 
rowers that are a great deal different than they were in 1944. There 
has been a great ‘deal of strength developed in these entities, and, 
it is a laudable objective for people who borrow money from the 
Federal Treasury when they have reached a stage of maturity where 
they can repay the cost of money to the Treasury. 

Mr. Breepinc. Was it not about 2 years ago that you came out in 
opposition to increased interest rates ? 

Mr. Hamru. There are some statements. There are also some 
changes that can occur even in 2 years, Congressman. 

Mr. Breepinc. The thing that worries me a little, we have just 
had an REA and RTA convention and many of those people were 
constituents of mine. 

They are very much worried about increased interest rates. Would 
this increased interest rate apply to old loans? 

Mr. Hamii. Congressman, I am not a lawyer but I helped make 
a lot of laws in my life. To my knowledge, there is nothing that 
could be enacted even by the Congress that would increase the interest 
rates of loans that are now in effect. 

Mr. Hamiz. We are talking about further loans that may be made. 

Mr. Breeprna. New loans. 

Mr. Hamt. Yes, new loans that may be made. 
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Now, any contracts that are in effect on the $3,800 million in the 
electricity program and $550 million or $560 million in the telephone 
program, those are in my opinion firm contracts at the legal rate of 
interest, which is 2 percent, and will continue for the life of the 
loan. 

Mr. Breepine. Do you think that co-ops can stand an increase in 
interest rates? 

Mr. Hamu. In future loans? 

Mr. Breepine. Yes. 

Mr. Hamix. If I didn’t think so, Congressman, I would not have 
made such a statement. 

Mr. Breepine. I noticed in the hearings in the Senate on 8S. 2990 
last year—this remark, I think it is testimony where Mr. Symington 
was asking you a question and you said: 

I want to qualify my statement. I have loan applications that have come 
to me in REA, particularly the telephone program, where an increased rate 
would be difficult to handle. As a matter of fact, Senator, I have had applica- 
tions in the telephone program that we have been unable to grant at 2-percent 
interest rate. 

Mr. Hamin. That has been true, Congressman, 

There have been loan applications—I suppose that you can de- 
velop an entity in the area with which you are very familiar in western 
Kansas—where you would be unable, if you took in strictly a rural 
area, to make a satisfactory telephone system; but possibly by taking 
a community of interest into that rural area, it even might be possible 
if there were an increase. 

As I observe the rural electrification program in 1959, it is a great 
deal different than it was when I helped organize one 20 years ago 
this fall in 1939. I can refer to the same territory. 

In 1939 we were talking about 40 kilowatt-hours per member and 
we were talking in terms of lines that would be engineered, we will 
say, for a hundred kilowatt-hours. I had lots of questions asked me: 
“Well, what are we going to do with all that energy, 40 kilowatt- 
hours ?” 

Confidentially, most of us didn’t know what 40 kilowatt-hours was, 
and I was a director. 

But today that particular co-op, the High Line Electric, has covered 
northern Colorado like a blanket. There is nobody to my knowledge 
in the entire area wanting electric service who cannot have it. The 
average use of electrical energy is more than 300 kilowatt-hours per 
month, and the entity is a good, going concern and there is no more 
similarity between what we organized in 1939 and what there is there 
in 1959 than comparing a model T Ford to a Thunderbird, except 
that they came out from the same plant. 

Mr. Breeprne. I noticed in the hearings of the Committee on Ap- 
propriations, House of Representatives, 85th Congress, 2d session, on 
page 1822 in the report there, which is part of the testimony, the 
remark comparing the margin of revenues over expenses including 
an allowance for replacements with a schedule of payments that would 
be required if none of the payments were being deferred. 

This is most meaningful when taken in terms of the weighted 
average. On this basis, the debt-servicing ratios of 141 loans fell 
below expectations for the fiscal year 1957, as compared with 138 as 
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of the end of the fisca] year 1956. There were 9 borrowers in default 
on payments due in June 1957, compared to 10 as of June 30, 1956, 

What would happen to these people if they had to pay more for 
loans ? 

Mr. Ham. Congressman, No. 1, we must remember that the loans 
that borrowers now have are firm commitments. There is no change 
of interest rates on any loans now in effect. I don’t know in some cases 
how much additional money and when each one of these borrowers 
that you mentioned would need additional funds. 

Now there are many things that enter into whether or not a con- 
cern is a going concern. One is management. And management has 
a great deal to do with whether or not some of the entities get along 
fine or whether they just kind of exist, and that is true in farming 
and ranching. 

I know two neighbors out there, one just getting along fine, the 
other one hardly able to exist; because its management on the part 
of the two. And in the 985 borrowers that we have in the electrical 
program we have differences of opinions and we have differences in 
management. 

Mr. Breepinc. How many contracts would fall in this category 
this year, in this particular category ? 

Mr. Hamin. Well, the debt service earned ratio, Congressman, is a 
formula that REA has developed to use for kind of guideline; when 
they fall below 100 in DSER, then we think we had better go out 
there and take a look and see how they are getting along. 

DSER is not always, in my mind, a 100 percent guideline for de- 
termining the exact circumstance, but it is as near as we have been 
able to determine up to this time as something as to which to say, 
“Well, here, you had better watch this one.” When it falls below 
100 percent, it is kind of a red light. 

Now I cannot answer that question you have asked me, pointblank, 
because I have never made—and there has never been made to my 
knowledge—a complete survey of circumstances pertaining to every 
one of the borrowers from REA. 

Two years ago there was an instruction from the House committee 
given in a casual way that I, as the administrator of REA, was not 
to spend any of the money that they gave me for making the study 
in the interest-rate field; and such a comprehensive study, Mr. Con- 
gressman, has never been made. 

Mr. Poacr. That came from the Appropriations Committee and 
not from this committee. 

Mr. Hamu. That’s right. That was an instruction and we have 
never made an overall study. There has never been made a com- 
prehensive overall study. 

Mr. Breeptnc. How many telephone co-ops are now behind in 
their payments? 

Mr. Hamu. I will give you that right now. I will tell you the 
number. 

There are 16 delinquent borrowers and the amount that they are 
delinquent at the present time, as of December 31, 1958, was $373,000. 

Two years ago, in 1956, it was 28 that were delinquent $553,000. If 

ou go back to 1954, there were 38 delinquent; because, Congressman, 
it takes some time—— 
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Mr. Jounson. How much were the 38 ? 

Mr. Hamix. $376,000 in 1954. 

The highest year was June 30, 1956, when we had 28 borrowers, 
but the amount delinquent was $553,000. 

Now, as I tried to point out to the committee here a few minutes 
ago, there are many things that enter into how a delinquency may 
develop. 

In some of these cases—as I have indicated from the borrower that 
I mentioned from Congressman Short’s area—it is a difficulty in 
getting into operation. j 

Now we have 9 years, Congressman, of experience now in the tele- 
phone field, and 1 am confident that REA is jn a much better posi- 
tion to offer the advice and counsel that is necessary to assist in devel- 
oping a series of good, going concerns. ; 

Mr. Breepine. Yes, I come from an area perhaps similar to the area 
which you speak of. I can remember when we had telephones on 
barbed wire ace Then I can remember the period when the country 
was plowed up that we had no barbed wire fences; so we used “the 

rapevine.” Then I helped organize REA and the RTA. Certainly, 
am concerned about interest rates as they affect the old and new 
REA and RTA projects. 

Mr. Hamit. That would be in my opinion a violation of the law 
of contracts in this country. 

Mr. Breevinc. Would it not prohibit the expansion or building of 
anew co-op?’ It would have to charge more for rates. 

Mr. Hamin. Congressman, this would be up before the Congress, 
and whatever rate would be established by the Congress is the legal 
rate for making REA loans. 

Yes, if a loan were initiated after Congress made a raise, if they did, 
that would be the rate that would be in effect on future borrowings 
following that time. Until that time if and when such an occurrence 
should take place, the legal rate for rural electrification loans is 2 
percent, and we will continue to make loans based upon the feasibility 
study that pertains to 2 percent, and we will make them regardless 
of where they come from, so long as there are funds available and the 
purposes for which we are making them come under the act. 

Mr. Breepine. You felt in the meetings here when the REA and 
RTA had their conventions, if you attended, that they were concerned 
about increased interest rates? 

Mr. Hamit. Naturally they were concerned, Congressman. I am 
even concerned if I thought in my own private business out home that 
the bank was going to raise the rate on me, but they have done it on 
me a time or two and I have paid it, too, if I want. to continue to 
borrow money. 

There is doubt, I am sure, in the minds of many people, honest doubt. 
IT don’t object because somebody doesn’t agree with me all the time in 
some of my thinking. If I did, I am in the wrong spot; I ought to 
stay out there and run that ranch. 

We are in a great deal of different phases of the rural electrification 
program. I was an American citizen and a taxpayer before I became 
Administrator of REA, and I will expect to continue to be in those two 
categories when I leave this particular position. So long as I am here, 
I will call to the attention of the borrowers from REA the position 
as I see it from where [I sit. 
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If I think we are in an “ where a change should be made, I want 
to recommend it to them. I don’t have any authority to make the 
change. I can make administrative changes within the act, but an 
change that comes in the act is in the hands of you Members of the 
Congress. I rest on your judgment. 

I have told you that I think it is a laudable thing for an American 
farmer or rancher or borrower of funds from the Treasury when he 
reaches the stage of maturity where he can carry his own freight; he 
should rise up and doit. Idothat in my own business. I don’t recom- 
mend anything for REA that—I expect to practice what I preach. I 
think that the continued development of rural electrification programs 
could be wisely handled in a three-way move. 

I know I am going to be quoted on this, but I am perfectly willing 
to be quoted. 

Number 1, I believe that we are reaching a stage of maturity in this 
program w here expansion can be carried on and pay the cost of money 
tothe Treasury. 

Mr. Jounson. Will you explain that a little further, “cost of 
money” ? 

I believe about 2 years ago this June the Director of the Budget 
sent a letter and a proposed bill up to the Speaker of the House, and 
I think probably the same thing was done in the Senate, and that bill 
was introduced by Mr. Hiestand in the House. 

Do you claim as that bill did when you refer to the “cost of money”? 

Mr. Hamin. Congressman, there are various determinations. At 
the present time there are various methods of determining the cost 
of money. Weare making loans for 35-year periods. 

Mr. Jonnson. Yes. 

Mr. Hamizt. You know when REA makes a loan you are making 
a loan for a 35-year period. Now, let’s take this assumption—and this 
is more for the Members of Congress to determine than possibly it is 
for me—but if you assume that you are going to borrow, that the 
Government can borrow money cheaper and under more favorable 
circumstances than can the High Line Electric Association of Holyoke, 
Colo.—which I am sure you can—so you are going to borrow some 
money that you are going to turn to me to loan to the High Line Electric 
or one of the other 985 systems. If you are borrowing that money and it 
is merely a transfer of borrowed money, then the rate that should be 
applicable is the rate on long-term borrowings for the Treasury. They 
don’t happen to have any that correspond to the 35-year period on an 
amortized deal; so, back in the early days of the program, Mr. Chair- 
man, there was used 10-year maturities and longer. 

Now, as you know, 10- year maturities and longer, at the present time, 
are getting a fairly good return, in the neighborhood of 4 percent. 
That would probably “be the rate if it were in the wisdom of the Con- 
gress, if you were merely taking borrowed money and turning it to 
REA. Then you would take those terms. 

Now, if you figure general receipts of the Treasury, why, then you 
take another figure. 

Mr. Poace. That is 3.07 ? 

Mr. Hamin. Well, I cannot answer that for this moment, Congress- 
man, but I think if you took all borrowings it was 2.546 percent last 
year; that is, if you assumed all obligations of the Treasury were 
involved. 
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Now that is a congressional determination and you can get any 
kind of a figure you want in determining the cost of money. But 
it depends upon whether the Congress is saying that “We are going 
to see that the Treasury of the United States borrows the money and 

makes it available to the Rural Electrification Administration for 
loaning purposes.” 

Mr. Jounson. The proposed bill I was asking about provided for 
the addition of an amount deemed adequate to cover administration 
expense and probable losses to the extent consistent with the purpose 
of the loan program. 

Now what I was asking you is, Were you in sympathy with that 
pill and the letter that was tr ansmitted, or are you just for the actual 
costs of the money that the Gov ernment has to borrow over a short- 
term period or a long-term period ? 

There is quite a lot of difference when you add all these other things 
on. 

Mr. Hamu. There is a great deal of difference between those two. 
As I mentioned in my testimony, a minute ago, that if you take the 
rate on all Treasury obligations that are outstanding, it comes to 
somewhere above 21% percent. If you take recent moneys borrowed 
by the Treasury, at the present time it comes up in the neighborhood 
of 4; I think it is a little bit below 4, if you took last year’s obligations 
by the Treasury for terms of 10 years or longer. I believe it was 
somewhere in the neighborhood of 334. 

As I have told you, I have never had a determination of the effect 
on the overall system. I would like to have the authority to make 
an overall study of the system or have an overall study of the system 
on that particular proposal before I made you a pointblank answer. 

Mr. Jounson. You would not take a position, then, on this pro- 
posed legislation that we had before us last session ? 

Mr. Hamam On the— 

Mr. Jounson. Would you take a position on the interest rate as 
set out in that legislation ? 

Mr. Hamm. You are referring to what is known as the Hiestand 
bill ? 

Mr. Jounson. That is right. 

Mr. Hamu. The legislation that is proposed this year to my know!l- 
edge has not been presented a me Congress. 

Mr. Jonnson. It has not; 

Mr. Hamm. It has not bedi eleatte to the Congress. 

I would propose not to make a statement on that until the legisla- 
tion is before the Congress. 

Mr. Jounson. Did you take a position on this legislation 2 years 
ago ¢ 

Mr. Ham. I do not recall whether I did or whether I didn’t. 

Mr. Jonnson. It would not be quite 2 years ago. 

Mr. Hamm. I do not recall whether I did or not, but I will check 
and put it in the record if there was a statement made in regard to it, 
Congressman. 

Mr. Jounson. You see, there is quite a little difference between the 
cost of money and then adding all these other charges on. 

Mr. Hanmi. Oh, yes. 

Now, can I make a statement, Mr. Chairman, along that line? 


Mr. Poaae. Surely. 
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Mr. Hamit. I do not think it would be fair to say that the Adminis. 
tration should apply to 1 year’s loans the entire cost of running REA’s 
program, because I am supervising more than $3,800 million of loans in 
the electric program and $500 million in the telephone program for 
which no provisions have been made in the interest rates a other 
costs for supervision. Therefore, that is water under the bridge. 

As strength develops in these programs, I think that it would be a 
laudable undertaking for the borrowers from REA, when they have 
reached a stage of maturity when they can do it and still obtain the 
objectives of the act, to add on to the interest rate, an amount equiva- 
lent to cover the cost of administrative activities, 

Do you see what I mean by that, Congressman ? 

In other words, as these borrowers develop strength and maturity, 
we will assume for discussion purposes that that has been reached to- 
day—just for discussion purposes—the actual cost at the present time 
of servicing a loan through the Rural Electrification Administration, 
in line with the best busmess practices that I have been able to put 
into effect there, is somewhere in the neighborhood of two-tenths of 1 
percent. In other words, I don’t think you should apply any more 
than that to these particular loans. 

Our loan repayment record over a period of 35 years is such that 
we have only lost $44,000. 

Mr. Jonson. How much? 

Mr. Hamin. $44,000. We have lost $44,000 to the Government. I 
have told you that there is a possibility of a loss of a little on another 
loan. I don’t think it is going to be very much. But I don’t have any 
systems at the present moment that I can see, barring some unforeseen 
circumstances, where there are going to be any losses. 

Over a long period of time, the Administrator of REA under section 
12 of the aakee the right to readjust those repayments within the 35- 
year period, and I have not had to make one of those since I have been 
the Administrator. I have not had to make a readjustment. 

Mr. Jounson. Under this 35-year loan when the REA starts paying 
back, what percent of the loan do they have to pay back each year! 
Is there a set percent they have to pay back ? 

Mr. Hamm. Yes. It is on an amortized basis and that figure is 42 
percent when repayment of principal begins. 

Mr. Jonnson. 4.2 percent? 

Mr. Hamm. 4.2. You can see that you are amortizing the amount. 
When you amortize over a 35-year period, if interest rates would be a 
little bit higher, why it doesn’t mean if you added 2 percent, we will 
say for calculation purposes, it doesn’t mean you would have to have 
6.2 percent come back. 

I think it is 5.6 percent or something like that. 

Mr. Jounson. With that rate of amortization, it would not take 
much of an increase in interest rates to put out the amortization rate 
that you have figured out. Do you see what I mean? You are paying 
off 4.2 percent. If you raise the interest rate about 2 or 214 percent, 
there might be such a thing that the REA wouldn’t have money 
enough available to pay off on their loan; is that correct? 

Mr. McIntire. Mr. Chairman, that rate is on loans already made? 

Mr. Jonnson. That’s right. 

Mr. McInrme. And it wouldn’t apply on loans already made? 
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Mr. Hamu. It doesn’t apply on this $3,800 million, Mr. Congress- 
man. 

Mr. Jonnson. I do not want to quote our chairman, but our chair- 
man was ene the idea the other day that the Congress told the 
REA people—maybe he can put it better than I can—to go ahead and 

ut rural electrification into this area because it is generally an area 
where the power companies did not want to go. In return for the 
REA’s agreeing to go in there, we agreed to give them this money 
at this rate of interest. So, in fact, we kind of entered into a contract 
with them that if they would go ahead and electrify this area, we 
would loan them the money at this percent. Now, it looks as if we 
are going to renege on our end of the contract-——we cannot do this. 

Mr. Hamm. You are not going to renege on your contract. because 
we have been able, under the circumstances that you have made 
available, to practically blanket the United States with the basic 
plant. 

Now, we are talking about two different things: 

We are talking about a rural area with 11 percent coverage in 1935 
and we are talking today about a rural area with 95 percent coverage. 
We are talking in one breath about the rural area with 11 percent 
coverage and practically no knowledge as to how to operate electric 
systems. You are talking about today a rural area with 95-percent- 

lus coverage and some of the best management and ability that can 
congregated in the United States. 

You put REA’s managers up against any similar group of business- 
men in the country and you will find they are doing a fine job. 

We are talking about different things, Congressman. 

Mr. Jounson. The only thing is this: You say they have come of 
age, that they are fully developed. Now the REA claims they have 
to rebuild their lines because of the heavier loads and they need 
money for that. The REA claims they have not reached that point 
of growth yet. 

Mr. Hamu. There is a difference in opinion right there, Congress- 
man, and I think there is a legitimate right for expression on both 
sides, because it is purely and simply a question of decision that has 
to be made as to whether or not this stage of maturity has been reached. 

If it hasn’t, in the wisdom of Congress they should continue until 
it has been reached. If it has been reached, and energy can be pro- 
vided under reasonable and acceptable circumstances, those people 
who are the recipients should repay the cost of money to the Treasury. 
That is just a basic American principle and I believe in it and I stand 
on it. 

Mr. Poace. I did not want to inject myself into this again, but you 
mentioned what I had expressed as my opinion, and I did express the 
opinion, and I hold the opinion, that it would be unwise and probably 
undesirable to at this time raise the interest rates on new loans, and 
I realize that you are talking only about new loans. 

I don’t mean to contend at all that you have ever suggested that we 
should raise the interest rates on the old loans. 

I think much as has been brought out here: that we have not 
reached the point of maturity, that we have just as important a prob- 
lem and probably a much more expensive program of heading up than 
we had with the original construction. 
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It is much like our highway system, as I see it. I, too, was reared 
out in the ranch country and mesquite country, and I can remember 
when our only roads were through the mesquite and sometimes we 
cut a tree down and left a stump there. But we had no graded roads, 
We came along and founded the county and began to build some roads 
and used a gr: ader and we thought it was a great machine, and when 
they gr: aded the road, why, we thought we had an almost completed 
system of roads. 

Since that time, we have found there our roads just continue to 
cost more and more, and the very roads that were built back in the 
earlier days have to be rebuilt. 

In my own home county, we built the first hard-surfaced roads in 
central Texas through McLennan County. We spent over $100,000 
doing it and we thought we had a tremendous system of roads. To- 
day, we have a four- Jane highway through there that cost us over a 
million dollars a mile; and I think the same thing is happening with 
the facilities of providing electricity for these rural are: as, something 
comparable to that. 

So that while we have spread and reached most of the communities 
and most of the farm homes that need electricity, we haven’t done 
anything like all of the job; and I think the need for capital is just as 
great today and probably far greater than it was even in the early 
stages, just as it is on the highw: ay system: while we are not building 
or cutting many new roads ‘through the mesquite, we are spending a 
lot of money, and a whole lot more money than we ever spent, improv- 
ing those roads that we have and we are doing the same thing with 
rural electric lines, as I see it, and we are going to continue to do it 
for quite some time. 

So long as we are and so long as this is the instrumentality that we 
are using to achieve that, it seems to me that we are going to have to 
provide them with subsidized money, and that is what this is and we 
might as well face it. 

Of course, in the highway system, we are paying all the money. 
We are putting it all in there. Nobody is going to repay us. 

But in this, we expect to have the money rep: aid. 

Now, I don’t see that it makes a great deal of difference which sys- 
tem you are talking about. The Government is going to have to face 
the proposition that it has got to have the money available. Possibly, 
the utilities could and would doa larger share of what is now needed. 
But if we simply—the only way I know to turn it over to them would 
be to force the cooperatives to sell out to them, and I don’t want to do 
that, and you don’t want to. 

Mr. Hamu. I don’t want that, either, Congressman. 

Mr. Poace. I know you don’t. But I don’t know how you are going 
to put the utilities to doing more of it than they are now doing unless 
you force the cooperatives to sell out and force the cooperatives to sell 
out by putting economic pressure on them, whether it be in the form 
of making the loans unavailable or whether you put it on some other 
way. It seems to me that the result is the same. It seems to me that 
the threat of higher interest rates, that the primary purpose of it is 
going to always be to force these cooperatives to sell out to the utilities 
and hope that the utilities will give the type of service in the rural 
areas that we would like to see them give. 
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Now I haven’t much confidence in the utilities giving that. They 
didn’t give us any service prior to the establishment of REA. They 
just didn’t give us any. They told us in plain words that it was un- 
economical and nobody could ever give it. Mr. Neff made such a state- 
ment, as president of the private utilities of the United States. 

You remember that statement ? 

It has been quoted widely where he said that you never could pro- 
vide service for the rural areas, and he made that statement as late 
as 1935, and the next year we began providing it, or that very year 
we began providing it in a big way. 

Well, now, they don’t believe now that it is worthwhile to spend 
the large amounts of money that are necessary to continue to give these 

eople the type of service that they need, as I see it. Consequently, 

don’t think if we turned all rural service over to the utilities we would 
get much service. I think we will be doing the same thing that we 
would have done in 1936, had we not made REA money available to 
them, and made it available on favorable terms. I don’t think that the 
REA cooperatives need apologize for asking for this money on favor- 
able terms, because they are charged, as Mr. Johnson said I had said, 
they are charged by the Congress of the United States to provide a 
service in an area where nobody else wanted to provide it and nobody 
else would provide it, and I am convinced nobody else will provide it 
now if the co-ops are moved out. 

At the same time, while we charged them with that responsibility, 
it is the most expensive area of the Nation to serve in proportion to 
the returns that you get from it; it is subject to the hazards of weather 
far more than the service here within the city. It is subject to a great 
many things that the city service is not subject to, and your area of 
service is so scattered that you do not get the concentration of returns 
that you get here in the city. 

We keep the REA-financed cooperatives out of these big cities and 
I am not advocating that they should come into the cities—I don’t 
think you should organize a cooperative here in Washington and 
finance it with Government money to take the place of the Potomac 
Electric Co. here in the city of Washington. I am not advocating 
that at all, but we do keep the co-ops out of the more profitable areas 
of service, 

If they could pick up that same degree of profit, if they could 
pick up the more profitable business, then probably they could carry 
some of the less profitable business without assistance. But they 
cannot pick it up. The law prohibits them from it and I think we 
all understand why the law prohibits that. 

So it seems to me that they need offer no apology for rendering a 
service that the Congress wanted rendered and which they are 
rendering and I think in a much better way than for the Government 
to simply go out and build the lines. I think there is too much mis- 
understanding over the country about that. 

Many of our people, even in rural areas have the idea that the 
U.S. Government is in the rural electric business. The U.S. Govern- 
ment is certainly no more in the rural electric business than it is in 
the busness of building homes for veterans or for anybody else for 
that matter, because the U.S. Government guarantees the loan on 
my home and on a great many others. The U.S. Government is 
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guaranteeing the loans all over this country for most of our people for 
the houses they are living in, and the U.S. Government did guaran- 
tee—I won’t say it guaranteed the loan on your ranch—but it did 
guarantee the loan on mine. 

I have a loan with the Federal land bank. 

Mr. Hamu. I had a loan at one time and I used it, Congressman, 
and I did not figure I was being socialized when I took it. 

Mr. Poaae. I don’t feel so, either. 

Mr. McIntire. Those aren’t guaranteed. 

Mr. Poacr. They were, though. They are not now. 

Mr. McIntire. They are not now. 

Mr. Poace. They are now not, but they were. I see no reason for 
the co-ops apologizing for asking for a continuation of an interest 
rate which will enable them to continue to do the service they have 
done. I am not going to say that everybody is a rascal or anything 
of that kind, who sees it differently. 

I think as the Administrator said, that there is a field for honest 
differences of opinion as to at what stage you should bring this about, 

Just as we have brought about ownership of the Federal land banks 
by the farmers, I would like to see the farmers own their own financ- 
ing institutions to loan money to both the electric and telephone 
co-ops. 

Mr. Hamin. Can I join you in that, Mr. Chairman ? 

Mr. Poace. I would like to see a start at it. I don’t think we should 
start at it simply by pulling the rug out, by pane away the existing 
facilities, but, rather, that we must create facilities that will enable 
them to do their own financing over a rather long period of years, 
because it will be long. It will be longer than with the land bank be- 
cause the land bank was charging a good deal higher rate of interest. 
It could do so. 

The returns on that business were higher and we have recognized 
that on the land bank; as we took away the Government guarantee we 
did give to the land banks the opportunity to get the more profitable 
business. We have continually raised the limit of the loans that they 
could make. 

Now, everybody knows that no Government agency had to come out 
here and make hundred-thousand-dollar loans to take care of just the 
ordinary credit needs of our farmers, but we have raised the limita- 
tions on these land bank loans and I have sat on this committee and 
voted for it and I will vote for it again, because I think that it is 
proper to let the land bank compete with the ar lending institu- 
tions, now that it is standing on its own, and it is. When it was a 
Goverment-subsidized institution, I thought it was different; but 
since now the farmers themselves own it, I think it is proper that they 
should compete for the better business. 

Now, obviously, as these people move out from under Government 
subsidization they are going to demand the right to go into cities and 
to compete for the bigger business, and I suppose that once they get 
out from under this, that they will have a right to go in and do it, 
But so long as they are denied that opportunity, I think that they have 
got a perfect right to say that the Government has got to give a greater 
help than it gives to somebody else. 

When the time comes that the cooperatives can compete on equal 
terms with the Texas Power & Light Co. and with all the rest of the 
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power and light companies over the Nation, why, then, obviously, 
they will not be entitled to any special consideration, and I think, I 
hope, the time will come when all of those things happen. But I don’t 
think that I can see it at the present time. 

I would like to ask in connection with that if I might ask you, that 
we might better understand the history of this, Mr. Hamil, if you did 
supply Congressman Whitten with a series of four letters and memo- 
randums that I understood the Appropriations Committee asked for, 
the letter dated August 26 from Kenneth Scott to you and then Ken- 
neth Scott to Mr. Benson on September 3, 1958, and the letter or memo- 
randum that you wrote back to Kenneth Scott on September 4, and 
the letter or memorandum that Mr. Scott wrote to you on September 
19, 1958. 

Mr. Hamm. All of that correspondence was supplied to the investi- 

tors for the Committee on Agriculture. 

Mr. Poace. I wonder if you would mind giving us copies of it? 

Mr. Hamiun. Certainly. 

Mr. Poace. Simply because our mechanics up here make it a little 
difficult to get it from them. I don’t mean that can’t be done, but it 
is easier to get them that way. 

Mr. Hamu. We will see that you are provided with those. 

Mr. Poager. I believe that will give us a little better background 
than has generally been available as to just the actual legal steps that 
were taken in connection with this, and we would like to have them. 

(The information to be supplied is as follows :) 


SEPTEMBER 19, 1958. 

Dave: The attached statement entitled “1959 REA Legislative Plans” has been 
discussed this morning with the Secretary, Mr. Morse, the Assistant Secretaries, 
and Bob Farrington. There is agreement on these points. 

There were different viewpoints regarding the extent to which the revised bill 
for the use of private loan funds should be pressed for enactment next year 
depending upon the individual ideas of how suecessful those efforts might be 
next year. There was agreement that we must proceed on carefully laid plans 
with due recognition of the importance of getting country support. I felt very 
good about the discussion and am sure you would, had you been there. 

There are two things I want to mention to you since we will not be seeing each 
other for a couple of weeks. The fellows were pleased to hear about your 
stepped-up educational program. My reference to that in the outline was merely 
to get Department backing and active assistance for REA efforts. I think it 
would be advantageous for Bill Spivey to suggest to some of the top information 
men in the Department that they get together informally and sort of review 
what Bill has in mind as a stepped-up educational program. If they under- 
stand this is an activity in which you want their active support, maybe some 
additional thoughts can be provided that will be helpful. 

It is not too early to start shaping up the redraft of the revolving fund bill. 
I suggest you get a copy of the revised draft and also of the draft for the central 
bank. I think we ought to consider taking this private financing in two steps; 
first, a revolving fund method that would be strictly a Government run program 
and, second, authority for a permanent bank that would be capitalized by the 
individual systems, have a board elected by users, and ultimately would take 
over the job of financing as an independent agency subject to Federal supervision. 

I think we need to have a small work group of a member or two of your 
staff, and one or two from Tootell’s staff who could think through the many 
important phases of such an organization. This group could be invaluable in 
determining whether we have ample authority provided for in the proposed 
legislation. Unless such a work group thinks through in considerable detail 
just how such a method of providing private funds would work out, we will not 
have the information needed to properly explain and justify the proposed legis- 


lation. This work committee is something I would suggest you get started right 
away. 
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One other conclusion that came out of the meeting is that we should get into 
the hands of the Farm Bureau and Grange a concise statement about the cost 
of money legislation and the use of private loan funds. It was the feeling that 
we would be justified in talking with them in terms of their considering a rego- 
lution endorsing the cost of money legislation and expressing concurrence in the 
objectives of ultimately using private loan funds to finance REA loan require 
ments. Since their plans for their annual meetings will be shaping up soon, I 
suggest you have someone get together some background material on each sug- 
gested statement for their consideration as resolution material. 


[Attachment] 


1959 REA LEGISLATIVE PLANS 


a 


. A stepped up educational program: 

(a) REA to have the assistance of Department information specialists 
in carrying out a comprehensive educational program. 

(b) Maintain frequent contacts with farm organizations, farm editors, 
agricultural leaders. Encourage discussion of REA affairs 
throughout rural areas. Support national farm organizations in 
establishing a credit committee to sponsor future REA legislation, 

Administration concentrate on cost of money interest rate, for all Federal 
loan agencies including REA. 
. The use of private loan funds: 

(a) Redraft 1958 bill to provide for a revolving fund method of acquir- 
ing private loan funds with authority for REA-financed systems to 
eapitalize a permanent bank to gradually take over job of financ- 
ing. The latter to be patterned after farm credit legislation, 
Provide for ultimate independent status with Federal supervision. 


to 


te 


t 
Memorandum to: The Secretary. ‘ 
From: K. L. Scott, Director, Agricultural Credit Services. 
Subject: REA legislation. 

This memorandum is being written at Mr. Morse’s suggestion to inform you 
about a discussion in his office today when Charles Shuman, Dave Hamil, and 
I met with him. This followed a discussion during the morning when Mr. 
Shuman, Dave and I discussed at length several REA matters, including possible 
legislative actions. 

Possibly the simpliest way to present this subject would be to comment sepa- 
rately on some of the main points presented by each of us. 

Mr. Shuman’s interest in REA dates back to the early organization days some 
23 years ago. He has maintained close contact with the systems in his State and 
in recent years with the systems in other parts of the country. He feels there is 
a serious weakness in the type of member ownership which prevails in most of 
the REA co-ops. In his judgment this does not create the member interest that 
is essential for continued sound operation. He would correct this by encourag- 
ing these cooperatives to sell stock to their members. This would require some 
amendments to their incorporation papers. 

Mr. Shuman intends to propose to the Grange, Co-op Council, and Farmers 
Union that a committee be set up by these organizations to study and make 
recommendations regarding certain phases of REA affairs. Member ownership, 
just mentioned, would be the principal point he would propose in the beginning. 
He believes that stronger capital structures generally among the REA co-ops is 
prerequisite to the successful financing of their future requirements with private 
loan funds. He believes that this idea of member ownership can be sold to the 
REA users and that it is something that Clyde Ellis will have difficulty in 
opposing. 

As an organization, the Farm Bureau has not taken a stand on the adminis- 
tration’s proposed legislation for cost of money or the use of private loan funds. 
Mr. Shuman indicated that these were looked upon as worthy objectives. He 
expressed serious questions as to the possibility of getting such legislation en- 
acted by the Congress until support for such changes is developed among the 
local REA boards. It would be his purpose to move in this direction through 
the committee of the farm organizations which proved to be an effective method 
in getting the Farm Credit Administration legislation. 
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This is the third time that I have had an opportunity recently to talk with 
Mr. Shuman on REA matters. I am delighted with the sincere interest he has 
in this. His efforts are going to be very helpful. 

I have had one meeting with Herschel Newsom and Roy Battles. Dave Hamil 
and I plan to set up another meeting at an early date. Our purpose will be to 
improve their understanding of the REA situation and strengthen their views 
for constructive legislative changes. 

I think we need a stepped-up education effort. Dave has been spending prac- 
tically all of his time attending meetings and visiting with leaders throughout 
the systems. I am sure he has done a great deal to straighten out the thinking 
of folks and develop some interest in sound legislative proposals. Mr. Shuman’s 
plans will be an effective means of stepping up the educational work. Perhaps a 
discussion with Dave and the top information people on his staff and yours 
would bring to light some additional things that can be done. 

I think there is real merit in trying to get the cost of money legislation through 
the Congress next year. I think our bill for the use of private funds should be 
rewritten. This is underway and as soon as we have a revised draft I will cir- 
culate it for discussion. 

The most important questions that have come out of these recent discussions 
relate to what the administration should do during the next session of Congress 
about the bill to broaden the source of loan funds. We need to carefully appraise 
what course we should undertake during 1959 that will be most likely to advance 
our efforts toward the ultimate enactment of the administration’s program. 

Mr. Hamil’s views and suggestions are set forth in the attached memorandum. 


U.S. DEPARTMENT OF AGRICULTURE, 
RURAL ELECTRIFICATION ADMINISTRATION, 
Washington, D.C., September 4, 1958. 
To: The Secretary of Agriculture. 
Through: Ken Scott, Director of Agricultural Credit Services. 
From: David A. Hamil, Administrator, REA. 


I agree fully with the thoughts expressed in your memorandum of August 26 
as to the great amount of groundwork that we will have to do in order to get 
grassroots support for new REA legislation. Without such support I am 
convinced any new legislation will not be approved by the Congress. 

It is my intention to take advantage of every opportunity to stimulate interest 
and support for such action at the local level. As I see it, electric cooperative 
and other local agricultural leaders first of all must be fully informed about 
the changes that are taking place in the REA program and the benefits they 
will realize from legislative changes. Once we can get them thinking and 
talking freely about the facts and benefits, ideas for changes will be forth- 
coming from them. With the intense local interest in the REA program that 
I observe in every section of the country, it is obvious that these local leaders 
are very influential and in order to get their support they must play a part 
in the formulation of any legislative proposals. 

In many respects this approach to gaining local support is very similar to 
that which was so successful in the development of the farm credit system. I 
believe that many of the features of that system will win widespread support 
of the electric cooperatives once they realize the benefits of having a voice in 
their central bank and eventually becoming independent of Government 
financing. 

To carry out this approach in developing local interest and support for new 
legislation, we are taking the following actions: 

1. In addition to talking at local cooperative meetings, I am speaking at each 
of the 10 regional NRECA meetings. These regional meetings will enable 
us to reach key representatives of about 90 percent of the electric cooperatives. 
In my speech, a copy of which is attached, after pointing out the changing 
pattern of the program, I emphasize the reasons for a change in the interest 
rate and for additional sources of credit. Also, I believe the speech explodes 
the false impression spread by NRECA that the Government has realized an 
interest profit on the REA program. 

2. A copy of my NRECA speech is being sent to all key RBA personnel to 
provide them policy guidance. 

4. Meetings with representatives of farm organizations to explain the facts 
and soliciting their ideas and support. 
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4. Preparation of a booklet to provide program information to cooperative 
and agricultural leaders. 

5. One entire issue of Rural Lines will be devoted to factual information on 
the growth and financial status of REA borrowers. This magazine goes to 
every borrower and each board member. 

I should like the opportunity to discuss these matters further with you in 
order to assure that all steps you feel desirable are being taken. 


Excerpts From ReMARKS OF DAvip A. HAamiL, REA ADMINISTRATOR, BEFORE 
THE 1958 ReaionaL MEETINGS,’ NATIONAL RuRAL ELeEctTRIC CooPERATIVE Asggo- 


CIATION 
FACING UP TO THE FUTURE 


This is the third time I have had the privilege of joining you at these regional 
meetings. Since I first talked to you in 1956, I have had the opportunity to 
get out and see many of you at work in your own communities. The visits 
have deepened my conviction that you men and women of the rural electric 
cooperatives are making immeasurable and lasting contributions to the advance 
ment of agriculture and the economic development of your areas. 

I am aware that our responsibilities are increasing every year. For us in 
REA this is evident in the loan record. In fiscal years 1957 and 1958, RBA 
approved loans totaling $542 million to its rural electric systems. That is more 
that REA loaned in its first 10 years of activity. 

During these last 2 years, you received $391.5 million in advances on your 
loans. When the program began, it took over 9 years to advance that much. 
Thus we are called upon to do as much in just 24 months as we did in the first 
decade of the program. 

Increasing power sales are another measure of our growing responsi- 
bilities. Just 9 years ago our energy sales for 12 months were less than 6 
billion kilowatt-hours. In 1957, they were almost 20 billion killowatt-hours. 
Over this same period operating revenues increased more than 2% times— 
climbing from $196 million in 1949 to $524 million in 1957. 

Since 1951, you have brought service to more than 1 million new members 
and added more than 316,000 miles of new lines. Along with this, you have 
improved reliability of service to existing consumers. 

You can be sure that our responsibilities will not grow lighter in the future. 
A Federal Power Commission staff report estimates that the Nation’s electric 
utility systems will need 394 million kilowatts of installed capacity by 1980, 
At the end of 1957, the industry’s total installed capacity was only 128.7 million 
kilowatts. You can see that in the short time that it will take for a 1958 baby 
to grow up and graduate from college, America will have to triple the capacity 
of its generating plant. 

REA is making more generation and transmission loans. A total of $206 
million in these loans was approved in fiscal years 1957 and 1958. The 
funds will be used to provide 550,300 kilowatts of new capacity. That is 
more capacity than was installed by borrowers during the first 15 years of 
the program. 

Demands on rural utilities could be proportionately greater than for the 
rest of the industry. Each year, more farmers harness electricity to take over 
their farm chores. Sales of barn cleaners, crop dryers, milkers and coolers, 
and other electric farm equipment keep rising. Before the year 2000, the 
average farmer will probably be using as much electricity as the factory worker 
uses today—about 20,000 kilowatt-hours a year. 

Every year, more industries and processing plants get started in rural areas 
or move there from the city. We helped start this trend by making electricity 
available in many parts of the country at reasonable rates. Many of you are 
spurring the trend by participating in local rural development programs or by 
carrying out promotional activities of your own. These things are going to 
mean more rural enterprises—and more demand for the electricity you supply. 

Finally, there is an increasing number of nonfarm families being served. 
Last year nonfarm consumers on the systems used more power than farm 
consumers. The systems now are adding three nonfarm consumers for 


1Sept. 4—5, region IV, French Lick, Ind.; Sept. 15-16, region ITI, Gatlinburg, Tenn.; 
Sept. 25-26, region I, Burlington, Vt.: Sept. 29-30, region V, Madison, Wis. ; Oct. 27-28, 
region VI, Bismarck, N. Dak.; Oct. 30-31, region VIII, Oklahoma City, Okla.; Nov. 3-4, 
region II, St. Petersburg, Fla.; Nov. 10-11, region VII, Denver, Colo.; Nov. 13-14, 
region IX, Missoula, Mont.; Nov. 17-18, region X, Brownsville, Tex. 


| 


| 


oS 4A ee ee Oo 


eo =m & 7 © & mm nee 4 


vr -— & -« 


a oe Sy 


we = 4 =~“ ~~ & 4 


= os 


aoe yo 





rative 


on on 


es to 
ou in 


EFORE 
Asso- 


rional 
ity to 
visits 
actrice 
ance- 


us in 
REA 
more 


your 
ouch. 
- first 


onsi- 
lan 6 
ours. 
1es— 


ibers 


have 


ture. 
ctric 


Hion 
baby 
acity 


$206 
The 
at is 
rs of 


the 
over 
lers, 
the 
rker 


reas 
icity 

are 
r by 
g to 
yply. 


‘arm 
for 


nN. ; 
i—28, 
3-4 


14, 





RURAL ELECTRIFICATION ADMINISTRATION REVIEW 69 


each additional farm hooked up. Rural electrification and its guiding 
principle of area coverage have helped give people a wider choice of where 
to live and raise their families. 

We are often tempted to look back and glory in our accomplishments. I am 
about as sentimental as the next person, but commonsense tells me that looking 
forward is more important than looking backward. While you are looking 
backward, the next fellow may shoot past you and take charge of the situation. 
Whether we are running a footrace or a co-op business, we have to look ahead 
and chart our own course. 

Today I want to call your attention to some facts which I believe you should 
eonsider in looking to the future. I want you to think and talk about them 
here and after you return home. Let there be no misunderstanding; I am not 
advocating any specific course of action. My sole purpose is to encourage you 
to think about what is needed for the continued progress of the program on a 
sound basis. 

Now that 95 percent of all farms have electricity, it is going to take more than 
sentiment to run our co-op businesses. The growing ranks of nonfarm members 
are interested more in performance than pedigree, and they want that perform- 
ance around the clock, throughout the year, in bad weather, in season and out of 
season. This new consumer may irritate us at times because he is high in 
demands, but low in tolerance of sloppy performance. He can’t be soothed with 
sentiment or put off with promises. If we oldtimers want to run ahead of this 
new generation of members, we shall have to sharpen our foresight and exercise 
all the arts of modern management. 

I know that you recognize the need for staying out in front and are doing some- 
thing about it. You prove this by active participation in NRECA’s workshops 
and institutes that make up its fine management training program, in interindus- 
try councils, in REA’s business security meetings, and in State safety and job 
training programs. It is a sign of healthy maturity to accept the need for con- 
tinuous education to stay abreast of change. 

President Eisenhower recognized this maturity last spring when he appealed 
for stepped-up appliance sales campaigns in rural areas. Your enthusiastic 
response—as well as your association’s well-timed bonus bucks campaign— 
helped the economy to start climbing back during the summer. 

There can be no question that we have earned a place as a permanent and 
vital part of the Nation’s utility business. We have handled our co-op affairs 
so that electricity is one of the few things—if not the only thing—that costs 
the user less today than it did before World War II. Last year, the average 
price of a kilowatt-hour of electricity on rural electric lines dropped to a 
record low of 21% cents, and the average is still coming down. 

Many of you deserve congratulations on the ways in which you have used your 
cash resources. Besides paying back the money you have borrowed on schedule, 
and paying the required interest, you had made advance payments totaling more 
than $128 million as of the end of June. About $20 million of these advance pay- 
ments were made during fiscal 1958 alone. 

Many of you are using cash funds not needed for operations to finance portions 
of your own plant and equipment. Both these uses of funds—for advance pay- 
ments and for investment in your own systems—represent good management and 
good sense. They are roads to financial strength and independence. 

One of our best hopes for continued growth and strength lies in developing 
a professional attitude toward the management of our cooperatives. We must 
not be swayed by sentiment or sidetracked by passing storms or crises made of 
straw. 

We will have to compete with commercial utilities and with other indus- 
tries for the best management talent that money can buy. I think most of 
us will agree that a co-op cannot look to the past as a guide in setting a 
manager’s salary. The important thing is to get the kind of man we need. 
Anything less would be a disservice to our members. 

We share with other industries the difficult task of developing a pool of trained 
men who can step into key positions when they are needed. A professional man- 
ager does not run a one-man show ; he is a man who knows how to develop a team. 
The same applies to boards of directors. 

Evidently we are going to have to bear down harder on employee safety and 
training. Twenty-two co-op employees died in on-the-job accidents by the end 
of August this year, compared with 19 during all of 1957. Eighteen of these men 
were electrocuted, and as far as we can determine, not one was wearing rubber 
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gloves at the time of the accident. This is sheer carelessness and a shocking 
record. 

We can expect our community responsibilities to grow. As our outlook broad- 
ens, we will recognize that our service obligation to rural people goes beyond 
supplying them with electricity. There are very sound reasons for supporting 
good telephorfe service and other facilities essential to community improvement, 
What helps our communities helps our cooperatives. Still, several managers and 
directors of rural telephone systems have told me they met difficulty in working 
out arrangements for joint use of poles. 

For the most part, boards of directors and managers have been making 
the right decisions. But I would be shirking my duty as Administrator if ] 
did not point out a few danger signals. Perhaps from where I sit, I can see 
some of them more clearly than you. 

Complacency is an ever-present danger to our cooperatives. We are inclined 
to be satisfied with the status quo and let up on preventive maintenance, which 
is just as vital to our organizations as it is to physical plant. One area in which 
we cannot afford to be complacent is public relations—with our members, with 
others in the community, and with the people of this country in general. 

Is it reasonable to expect, for example, that we can escape some finger- 
pointing from people who question our increasing use of Government finane- 
ing? Farmers make up only one-eighth of the Nation. Most of the people 
of the United States have had no contact with cooperatives. Many think 
of us aS a group getting special facors because of our continued use of 
Federal financing. 

Better public relations is one answer to such criticism. If you feel, as I do, 
that the rural electrification program has been one of the greatest bargains 
that the American people ever obtained, then tell every group you can find about 
it. Many of our own members still refer to the cooperative which they own as 
the REA. It is little wonder that so many nonmembers do not yet realize 
that rural electric cooperatives are locally owned and locally operated independ- 
ent utilities. 

Public relations isn’t the whole answer to criticism, of course. It’s not much 
good unless you have the facts on your side. In the past, we have been able to 
turn criticism to understanding with reason and facts. I hope we will always 
be able to do that. 

But how long can be stand up to criticism that we are paying less for the 
money we borrow from the Government than the Government has to pay on 
its own obligations? Many people regard this as a subsidy. 

REA records show, and I have reported, that REA’s interest income 
from the beginning of the program through fiscal year 1957 exceeds its 
interest expense by $48 million. This has been construed as a $48 million 
profit to the Government. That is not a correct interpretation. 

REA loan money has come from several sources—RFC, appropriated funds 
from the Treasury on which REA pays no interest, and loan funds from 
the Treasury on which interest is charged. No matter how we look at it, 
every dollar came from the Treasury. If we were to compute the Govern- 
ment’s cost of the money it has loaned REA, our books would shown a net 
interest loss to the Government of about $32 million. 

In the first annual report to the Congress for which I was responsible, 
I drew attention to the fact that REA has the advantage of $144 million of 
appropriated loan funds on which it has paid no interest to the Treasury. 
This money came out of the Treasury in the early years of the program. 
The interest it earns is credited to REA despite the fact REA does not pay 
a cent for its use. This situation reminds me of the way many of our 
good farm wives operate their chicken business—the feed comes out of dad’s 
bin, and mom pockets the full amount of the sales. In good years and bad 
years, mom always show a profit on her chicken business. 

If REA had paid interest on the $144 million in appropriated funds at the 
same rates it paid RFC and the Treasury, the REA books themselves would 
show a net interest loss of about. $5 million instead of a net interest income 
of $48 million. So any way you figure, the interest expense to the Govern- 
ment on REA loan funds has exceeded the interest we have paid the 
Government. 

I have said to you on many occasions that it is not what a thing costs but 
what it is worth that matters. And whatever the cost of electrifying rural 
America, it has been well worth every penny of it. 
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When the program began it would have been reasonable to expect a very low 
interest. Rural electrification was first planned as a make-work program. 
In addition, there was a great element of risk. Many believed that farmers would 
use electricity only for lights and refrigeration. 

Today the financial position of cooperatives is much stronger than it was 
then. Since 1953, rural electric systems have increased their total net worth 
from 7% to 15 percent, and I see no real reason why the building of net worth 
can’t continue. Net worth at the close of 1957 stood at $437 million. 

More and more the money which rural electric systems borrow from REA 
will be used to supply electricity for nonfarm homes, for rural businesses, 
small industries, and processing plants which expect to pay the going rate. 
On farms electricity is being used more and more for productive purposes. 
It is no longer a question whether the farmer can afford to use more 
electricity, but whether he can afford not to use it in more ways. 

In many areas farmers buy their gasoline through cooperatives. Some of 
this is produced at a co-op refinery. All of this—the trucks, the storage tanks, 
and the refinery—is financed outside the U.S. Treasury with the borrower paying 
the going rate for money. The same applies to cooperatives which supply the 
farmer with other production tools such as feed,*fertilizer, and many other 
supplies used on the farm. 

Farmers don’t expect their purchases of these commodities to be below 
cost; they are willing to pay the going rate. Why shouldn’t this be true 
of the electricity the farmer buys? 

I can tell you that I run into these arguments against our program all the 
time, and they are tough to handle. I feel that from this time on it would be 
an advantage, rather than a handicap, to pay the cost of money to the Government 
for needed loans. 

Many co-op people have told me that from now on they want to pay their 
way with an interest rate that reflects the cost of money to the Government. 
If this is true of co-ops generally, then why not get off the defensive and take 
the offensive? The first step would be to sit down together and to work out 
a constructive, defensible interest plan. 

In addition, the expected size of the loan funds required in the future 
suggests that we begin to search for an additional source of capital. There 
are few businesses of any size today that find it wise or prudent to rely 
wholly on a single source of financing. 

I make these observations in the firm conviction that they are good for rural 
electrification. 

At our two previous meetings in 1956 and 1957 I told you that I did not hecome 
REA Administrator to liquidate the REA programs. I say it again. REA will 
continue to meet all legitimate requests for loan funds while I am Administrator. 
I will continue to administer the Rural Electrification Act as it is written, and 
to carry out the intent of Congress which, in the final analysis, determines the 
basic policies we follow. 

I can assure you there is no master plan, or any other plan, among my 
associates in this administration to destroy rural electric cooperatives. 
If there were any thought along this line, I would be the first to oppose 
it. 

Instead, I say that we are free to work out our own future. My basic guide- 
line is that we plan and act in keeping with our maturity. If we do that we 
shall have nothing to fear or to explain. 


Aveust 26, 1958. 
Memorandum for: David A. Hamil, Administrator, REA. 
Through : Ken Scott. 
Subject : REA legislation. 

It is my thought that it will be necessary for you to do a great deal of ground 
work between now and the next session of Congress on setting the stage for 
the new REA legislation. As you have indicated many times, it would never 
be possible to get new legislation in this field until there is a fair amount of 
support for it at the grassroots or local cooperative level. 

It would seem that there would be much that you could do between now and 
the time the new Congress convenes to develop support for this new legislation. 
One suggestion might be that you would concentrate your efforts as much as 
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possible on just a few key States. I would like to discuss this further with 
you at a convenient time. 
BE. T. Benson. 

Mr. Poacr. Mr. Short has a question. 

Mr. Suort. Just a very brief comment. 

I think in analyzing the picture of where the REA program sets 
today as to who it serves and possibly who it competes with, you have to 
take that into consideration in analyzing where some of this comment, 
desirable or otherwise, comes from about this interest rate. 

I think you have to recognize that as of today about half of the 
power that REA sells goes to nonfarm customers. That is one thin 
that brings up the question in somebody’s mind: “Well, now, is RE 
subsidized when they start serving this little industrial plant that 
is built up out in some rural area ¢”’ 

And also, if I understand the figures rightly—check me if T am 
wrong, Mr. Hamil, and you too, Mr. Chairman—only about half of the 
farmers that have electricity on their farms today have it provided by 
the REA. 

Mr. Hamiu. That’s right. 

Mr. SHorr. I am not pointing that up as a justification for raisi 
the interest. It is just a part of this overall picture that I think 
probably we, as Congressmen, perhaps the Administrator of the REA 
program, and people in general have a responsibility to keep the true 
picture of this whole thing before all the people in its true aspects. 

While I am speaking, I would like to say this: I have a very real 
belief that the REA and RTA programs must eventually come to the 
same point probably where the farm credit organizations are. NowI 
am not intimating that they are close to that point yet, but no one to 
my knowledge ever criticizes the production credit system and the 
Federal land bank system as being a subsidized program any more. 
They are standing on their own feet, and I think we have to look to the 
time when the REA and the RTA programs eventually come to that 
point. I can see no reason why they cannot expect to. 

Many, many of the REA’s have been eminently successful. Cer- 
tainly, we have to, to protect the ones that are still having trouble. 

Mr. Hama. Mr. Chairman, I would like to say this to the committee: 
I think we have made every loan that has been presented to REA, and 
if the load that was to be served by that came in what we determined 
to be their service area and they needed a loan to provide the servi 
we have made it regardless of whether it has been an industrial lo 
or a farm load or a suburban load, or whatever it has been. We have 
made it. 

If there was a movement today to remove from the Rural Electrifica- 
tion Act, the right for borrowers under the act to generate and transmit 
electricity, I would be up here fighting it, because I think that has 
merit, considerable merit. The only criticism that anybody can level 
at me as the Administrator of the REA program, generally, is—and 
I hear this all over and I have defended it—is the legal rate of interest, 
the fact, “No wonder your outfits are getting along so good; you’re & 
subsidized outfit.” 


I don’t like to hear that because I am an American citizen. I point | 


out we are not subsidized. It is a legal rate. 
There have been differences of opinion as to whether we have 
reached maturity, as to whether or not we can carry our own freight. 
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The day that we can carry our own freight, nobody will be happier 
than I. I think the competitive aspect that has been developed by 
REA’s loan program over the past 24 years through the entire elec- 
trical industry has been beneficial. 

Mr. Poacs. Mr. Hamil, I want to commend you on that statement, 
because I think that is the biggest thing that has happened in the 
organization of REA, to create this competitive aspect that you men- 
tioned. 

I know a lot of people don’t believe in competition in connection 
with public utilities, and I recognize that it doesn’t make sense to 
have one home taking service from two or three different power com- 
panies or two or three different telephone exchanges, as we have seen 
at one time or another. But I still think that there is a vast oppor- 
tunity for some competitive feeling in the utility field as well as else- 
where, and I think that nowhere in our whole economy have we seen 
it better than we have seen it in the electrical and in the telephone 
systems. : opt t 

The only reason that the privately owned utilities are now serving 
half of the rural people of American is because the REA-financed 
cooperatives are serving the other half. 

Now I would hate to see—I have said it to REA meetings and I 
would say it here on the record—I would hate to see the time come 
when the REA was financing all of the rural electrical agencies, and 
I would hate to see the time come when cooperatives were supplying 
all of the service of electricity or telephones either. But I would also 
more seriously hate to see the time come when the Bell Telephone 
Co. or any of the great utility companies were serving all of the cus- 
tomers either, because I think either way you put it, when you create 
a monopoly, the public are the people who suffer either way. 

You are not financing a rural telephone in my home county, not 
one, and yet because we passed this bill, we have got as good rural 
telephone coverage in McLennan County as I know of anywhere. 

The Bell Telephone Co. put in 1,700 rural connections in the Waco 
exchange back in the late forties when they wouldn’t take a single 
new phone in the city of Waco because they said their facilities were 
inadequate and they couldn’t put them on the switchboard. But they 
put 1,700 rural phones on that same switchboard when they couldn’t 
find places for Waco business phones, and they did it simply because 
there was legislation pending up here in Washington to finance a 
rural telephone system. 

We have got a good telephone system and that is what we want. 

Mr. Hamu. That’s right. 

Mr. Poace. We are not condemning what the Bell Telephone Co. 
has done. They have given us good service. But they are doing 
it because of the possibility that somebody else might give it if they 
didn’t. 

Mr. Prrnte. Mr. Chairman, I would like to just ask this question: 
Do you feel that there would be any departure from the spirit and 
the intent of the rural electrification program if this adjustment 
should take place in interest rate, in view of the fact that approxi- 
mately 95 percent, I understand, of the area has been served ? 

Mr. Ham. No, Congressman, I don’t. If I thought that it would 
I surely wouldn’t be interested in even mentioning support of it. I 
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think that today borrowers from REA with the business knowledge 
that has been developed in 24 years, are in a better position to cuba 
whatever formula of the cost of money that you want to put out 
than they were in 1935, 1939, or 1955, because of the experience that 
has been developed. 

Now, it is talking completely about two different things, because 
these men know how to run these entities today, and here is what is 
occurring over this country. 

As the chairman has so ably stated here, borrowers from REA 
in his opinion should not come in and take over a city like Washing- 
ton. However, there are suburban developments and other develo 
ments that are occurring in territories served by borrowers from RE 
and because they are unserved they come under the act in the service 
areas there and we do make loans available for those people for that 
particular purpose. I find nothing wrong with that. I absolutely 
do not find anything wrong with it ‘and we have made loans available, 
as I have stated to you, for the service of loads that can be classed 
as industrial loads. © We haven't built to any huge plants out the 
but there are some considerable numbers of local enterprises, and J 
want them to serve them. I want them to serve them, because I think 
that. these borrowers have been a fine competitive influence and I 
want them to continue in business. I don’t want to throw them a 
handicap that they cannot handle. But by the same token, back 
in 1944, Mr. Chairman, the rate that was established at that time was 
about the going rate for money upon which the Treasury obtained 
its funds; 1944 and 1959 are two different years, and we are looking 
toward the future. I wouldn’t recommend anything that I thought 
would handicap these borrows from developing a full state of ma- 
turity where they can go ahead and develop a financing institution of 
their own that could supply their capital needs. Then it will be up 
to the States to determine at that time service areas and what would 
be the end results. 


Mr. Pirnie. Then you think it would be about the same rate of sub- | 


sidy on these new loans, that we are just taking a new look some 


15 years later and are saying that the program shall continue and | 


we will make the loans available. You are going to receive sub- 


stantially the same type of subsidy, because the rate of interest of | 


money has now changed within that period; so that, “We are not 
charging you for ov erhead or any other item. We are ‘trying to help 
you with your financing and we select this rate because it is appar- 
ently the rate at which the other people of the country will be 
providing the money for you to go ahead.” 

Is that. your theory? And, because it’s a 35-year loan, you think 
that it is in the interests of the Government to have some proper rate 
of return. 

Mr. Haman. It seems to me, Congressman, that you have stated the 

case quite well, and that that is a reasonable approach to the future 
of rural electrification. 

Mr. Poace. Mr. Pirnie, would you yield, there ? 

Mr. Prrnie. Yes. 

Mr. Poace. I noticed that you had asked the question several times— 
“tat the same rate of subsidy ?” 

Mr. Pirnie. Ratio, perhaps it should be. 
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Mr. Poace. Let’s call it ratio,then. Either way. 

I am under the impression—and I may be wrong on this—that 
there hasn’t been any subsidy. Actually, while I would defend it if it 
was necessary, and I think that probably right now it is necessary, but 
I have been under the impression that there hasn’t been any subsidy 
on these loans taken from the time that the REA was established down 
to the present time. 

Has there been any subsidy on loans? 

Mr. Hamiw. Mr. Chairman, when the rate was set at 2 percent, that is 
the legal rate. 

Mr. Poace. I don’t mean to quarrel about the legality of the proposi- 
tion. 

Mr. Hamiu. Oh, yes. 

Mr. Poace. But I mean at the time prior to 1944, and it was this 
subeommittee—I was not chairman of it at that time, Mr. Pace was— 
it was this same subcommittee that wrote that bill, it was the Pace 
bill; at that time the rate of interest was above 2 percent to the coopera- 
tives. Many of them paid 21% percent and had been for some 6 or 7 
years. Some of them paid substantially more than the going rate of 
Government interest. 

We did fix it at approximately what the going rate was about that 
time. We made no exact figure. The 2 percent is just a figure that 
we thought was about what it was costing the Government. 

Since that time, I suppose that there have been more years in which 
the Government interest rate was above than it has been below; 
although, I am not sure of that. But, actually, when you average the 
entire life of the REA up until the present time, isn’t it true that the 
Government has taken in as much interest as it has paid out on this 
money ? 

Mr. Hamiv. Could I answer that ? 

Mr. Poacer. Yes. 

Mr. Hamu. It all depends upon the premise with which you start, 
Congressman. I can get you 14 different figures on this by going to 
14 different individuals. 

For some years since 1944, if you took the overall cost of money to 
the Treasury, it has been less. 

Now, since 1951 or 1952, it has been fractionally more than that par- 
ticular rate. However, there is always the question as to where do 
you go from here? 

My statement on that is, Congressman, whatever was accepted as a 
rate of interest, and I read the testimony before the Pace committee, 
and when they finally arrived at 2 percent it was a rate that was ac- 
ceptable to the members of the committee and it was acceptable to the 
Congressman and it was fair and reasonable, and every loan has been 
made on that basis. 

Now, I agree with what the Congressman from New York has 
said. That is: Is it time now that we reappraised our position ? 

Mr. Poacr. The only question I wanted to raise on Mr. Pirnie’s 
statement was that I don’t know that we can say with any assurance 
that there has been a subsidy over the past years, what he was saying, 
“to continue the same rate of subsidy.” 

Mr. Prrnte. Then I would assume now that there is no change in our 
intent, that we expect to make loans to the people to carry out this 
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program on substantially the same basis as far as governmental cost. 
as we have heretofore. 

Mr. Poacr. Oh, you mean under the President’s bill ? 

Mr. Pirnie. Under the proposal. 

Mr. Poage. I would think that would be true except that you would 
have to recognize that in the absolute, that the payment would be sub- 
stantially gr eater now than it was then; and that even though the cost 
to the Gov ernment is more today than it was then, when you compare 
it with the cost of Government money, I think you are just about right, 
But when you compare it with the percentage of their costs that are 
going to have to go into interest, I think if you add, say, 50 percent 
to the interest char ges, the interest amounts to about what percentage 
of the cost of these cooperatives? Can you tell us, Mr. Hamil? 

Mr. Hamm. You mean of the overall costs? 

Mr. Poage. Yes. 

Mr. Hamin. Well, let’s put it this way, Mr. Chairman: 

Last year we made $241 million in electrification loans. Not every 
one of the entities, in which there are about 4,500,000 consumers, did 
participate in the loan program last year. 

Mr. Poacr. No. What I was trying to get at—— 

Mr. Hamin. What it costs? 

Mr. Poace. The big factors are the cost of power to rural people. 
It is, first, the cost of power; isn’t it ¢ 

Mr. Jonson. Yes. 

Mr. Poace. The wholesale cost of power to these cooperatives, 
whether they are buying it from a public agency or from a private 
agency. That rate, whether it be 4 mills, 5 mills, or 10 mills, that 
they have to figure in first as their cost. Then you have to figure 
operation and maintenance, which includes your labor cost. Then 
your other big item is the repayment on your debt, which is amortized 
under this program, and, as we saw a while ago, your interest is, of 
course, the hte part of it the first few years, and it is a very small part 
of it the last few years, but for practical purposes it runs the same 
clear across the board. 

As I see it, those are the three big items of cost that the cooperatives 
have to meet; aren’t they ¢ 

Mr. Hai. Yes, they are. 

Now, I attended an annual meeting here not too long back, and they 
had a pie cut there showing where the dollar went. 

Mr. Poacr. That is what I am talking about. 

Mr. Hamu. Now this particular cooperative is a pretty good co- 
operative but not one of the best. In this particular cooperative I 
noticed that the pie showed out of each dollar’s revenue for that year 
that they took in, 4.1 cents went for interest, about 39 cents went for 
purchase power, and over here was another factor, 19.9 cents, net 
margins. 

Mr. Poace. Wouldn’t that be way beyond—— 

Mr. Hamu. That is above the average, Congressman, but the cost 
of money to most borrowers from REA is a cost of doing business 
that is somewhat down on the list. The cost of power, operating costs, 
factors of that nature have a great deal more to do with the success 
or failure than does the cost of interest where the interest is over a 
85-year period and there has been an available supply as they needed 
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it for expanding purposes. So there is the point I have been trying 
to make. : } 

Mr. Poacr. I certainly agree the cost of power is the first thing you 
have got to consider. ; 

Mr. MoIntime. May I ask a question at that point ? 

Do you have any study, Mr. Hamil, as to the cost of interest in 
relation to net earnings in thesystem ? 

Mr. Hamiu. Congressman, I do not have that, and I am not able 
at the present time to provide it. I have not violated the instruction 
from the committee to dothat. Ihave taken a couple of times 25 loans 
just for my own information and taken a little look at them. 

Mr. McIntire. I was thinking that was in relation to rates, but it 
would also apply to an overall study of these other factors. 

Mr. Hamu. This is one thing that I have been proud of and REA is 
proud of it, and we should all be proud of it: That the cost of power to 
the ultimate consumer on REA-financed lines on a nationwide. basis 
has been on a declining basis. 

Last year’s was the lowest unit cost in the history of the program, 
and I am proud of that. I think that it is a goal worthy of continual 
striving for, to keep that cost of power down. 

There are a very few other things, Mr. Chairman, that we buy 
today that we can buy more of for the same dollar than we could, we 
will say, in 1941. But electric service is one of them, and I think that 
the rural electrification program has been a contributing influence in 
that particular field. 

Mr. Prente. Mr, Chairman, just one more statement. 

My purpose in pursuing this question was to emphasize that it is 
our objective, as I see it, to keep faith with the program. 

Mr. Hamiu. Yes. 

Mr. Prrnie. To recognize that while it had a special program in 
definite areas that needed this help, it is a program of the American 
people that we would keep our obligations to both if we operate im 
a businesslike fashion, evaluating these proposals and determining 
whether or not adjustments could itéipevly be made and still attain 
our objectives, and that is why I would like to just have this matter of 
interest rate pursued to the extent of determining whether the pro- 
gram is going ahead on substantially the same relative basis with: re- 
lation to the people as when we started, because I know in certain 
areas an operation has become profitable because of construction of 
homes, areas that were sparsely settled have now become well popu- 
lated. Therefore, the income of the area is up. Its opportunities 
for successful operations are improved. But it needs money to 
expand. 

It seems to me that under the circumstances the expansion funds 
should be advanced on a relatively fair basis to all the people. 

Mr. Poacr. I don’t want to undertake to answer each statement you 
have just made, but I would like to call attention to the fact that while 
of course it is true just as you say that there are plenty of areas where 
there has been considerable development, and of course that has placed 
the cooperatives in a nice position in those areas, from the stand- 
point of area there is probably a much wider area, although I do not 
know how it compares as to numbers, but as to area, there is a much 
wider area in which the population has been decreasing and your num- 
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ber of customers per mile has gone way down, leaving operations that 
even 10 years ago were quite profitable, somewhat of a drain on the 
cooperatives now. It has happened all over my rural sections. Near 
the cities, the reverse has happened, of course. 

Mr. Hamu. Mr. Chairman,.the history. of the association indicates 
that even though there has been some loss of members along some lines, 
the total use of energy by the remaining has increased beyond the 

oint 
: Mr. Poser. Oh, yes. As you said awhile ago, we started out, I 
think, with 25 as a good goal. 

Off the record. 

(Discussion off the record.) 

Mr. Hamu. It is a pleasure, Mr. Chairman, to be with you. 

Mr. Poage. Mr. McIntire has a question. 

Mr. McInvirz. I just wanted to make this observation, Mr. Hamil 
and Mr. Chairman: I know that it has taken considerable courage on 
the part of the Administrator to lay out before the REA folk some of 
these facts and assist them in analyzing them in order that. they 
might build constructively for the future. I just wanted to offer my 
commendation to the Administrator, because I think the future of the 
REA and the RTA system is bound up in their ability to ultimately 
own and control and manage and fund their own system. 

Mr. Prrnie. Mr. Chairman, could I just make one statement ? 

Mr. Poace. Certainly. 

Mr. Pirnie. I have a feeling that any great program which is oper- 
ating over a country as large as ours and involving so many people 
should at least have the assurance of a continuity of policy so that they 
do not plan at their peril, and that is why I would like to commend 
the statement you have made. I assume that you are just as inter- 
ested in that 5 percent as you are in the other 95 that have been 
served, and that we would continue to give them the benefit of the 
act. My only point in questioning here is for future study so that 
we can determine whether what we are doing is keeping that faith. 
That is the reason I was asking you about these figures. 

Mr. Poace. Off the record. 

( Discussion off the record.) 

Mr. Poage. Thank you very much. We appreciate your appearance, 
Mr. Hamil. 

(Whereupon, at 12: 30 p.m., the committee adjourned. ) 





x 








| TOBACCO PROGRAM 





that 
the Pe ae 
fear / UNIVERSIAS 
OF MICHIGAN 
ns, | 1959 
nes, i 
the HEARING a 
t, I | BEFORE THY READING ROCHE 
| SUBCOMMITTEE ON TOBACCO 
OF THE 
a COMMITTEE ON AGRICULTURE 
m1 | 
| HOUSE OF REPRESENTATIVES 
ey EIGHTY-SIXTH CONGRESS 
‘ the FIRST SESSION 
tely 
FEBRUARY 19, 1959 
per- | 
ople , Printed for the use of the Committee on Agriculture 
they 
rend 
iter- | Serial G 
been 
the | 
that | 
uith. | 
ince, 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICH 
38484 WASHINGTON : 1959 








COMMITTEE ON AGRICULTURE 


HAROLD D. COOLEY, North Carolina, Chairman 
W. R. POAGE, Texas, Vice Chairman 
GEORGE M. GRANT, Alabama CHARLES B. HOEVEN, Iowa 


E. C. GATHINGS, Arkansas PAUL B. DAGUE, ‘Pennsylvania 
JOHN L. McMILLAN, South Carolina PAGE BELCHER, Oklahoma 
THOMAS G. ABERNETHY, Mississippi CLIFFORD G. McINTIRE, Maine 
CARL ALBERT, Oklahoma HENRY ALDOUS DIXON, Utah 
WATKINS M. ABBITT, Virginia WINT SMITH, Kansas 
JAMES G. POLK, Ohio CHARLES M. TEAGUE, California 
CLARK W. THOMPSON, Texas ALBERT H. QUIE, Minnesota 
PAUL C. JONES, Missouri DON L. SHORT, North Dakota 
HARLAN HAGEN, California CATHERINE MAY, Washington 
LESTER R. JOHNSON, Wisconsin ALEXANDER PIRNIE, New York 
ROSS BASS, Tennessee DELBERT, L. LATTA, Ohio 
W. PAT JENNINGS, Virginia 
D. R. (BILLY) MATTHEWS, Florida DELEGATE 
GEORGE 8. McGOVERN, South Dakota JOHN A. BURNS, Hawaii 
MERWIN COAD, Iowa 
J. FLOYD BREEDING, Kansas RESIDENT COMMISSIONER 
FRANK A. STUBBLEFIELD, Kentucky A. FERNOS-ISERN, Puerto Rico 
HAROLD B. McSWEEN, Louisiana 
EARL HOGAN, Indiana 

— ——, Clerk 


Hype H. Murray, Assistant Clerk 
JOHN J. HEIMBURGER, Counsel 
Francis M. LEMay, Consultant 


II 


I 


St 


Ad 





| 
| 
| 


Di /ACITCH BY THE 
WeATED SiAico UF AMERICA 


CONTENTS 





Statement cf— 


Berry, vohn, president of the Burley Tobacco Growers Cooperative 
nee Re a 0X 

Duncan, George, president of the Georgia Farm Bureau- 

Edwards, A. ©., executive vice president, North Carolina Farm 
Bureau... --- 

Hutson, J. PB., preside nt of the Tobacco Associates........._..___- 

Jordan, Hon. Everett, a United States Senator from the State of 
Peete © GrOtines 6 8 oS i, a ee ei rk Bs cto eee 

Lawrence, A. (:., chairman, State Grange agricultural committee, 
North (Caroline: State Granae: ..2.366.= 6 deen ck be we 

Lloyd, Arthur Y., vice president and managing director of the Burley 
and Dark Leaf Tobacco Export Association - 

Moore, A. T., Virginia Farm !:ureau___---_- 

Royster, F. Ss. managing director, Pright Belt Warehouse Associa- 
IN ihr. do in & 3 sevctcnay prin ascii inept te cleanin ae sale se 

Welch, Jack, vice e president’ of the Farm Bureau and chairman of 
the tobac co committee Apis 

Williams, Joe, Tobacco Division, US. Tepartme nt of Agriculture 

Williamson, R, F., chairman, tobacco committee, South Carolina 
Farm Bureau 


Additional data submitted to the subcommittee by— 


Coolev, Hon. Harold D.: 
Farrington, R. L., general counsel, letter of February 19, 1959-__- 


North Carolina State Grange, Greensboro, N.C., telegram of 
February 19, 1959 


Page 


22 
26 


35 
35 


10 


33 
36 


5 


31 
23 


26 











} 





TOBACCO PROGRAM 


THURSDAY, FEBRUARY 19, 1959 


House or REPRESENTATIVES, 
ComMopITy SUBCOMMITTEE ON ToBacco 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met pursuant to notice at 1:30 o’clock p.m., in 
room 1310, New House Office Building, Hon. Watkins M. Abbitt 
(chairman of the subcommittee ) presiding. 

Present: Representatives Abbitt, Cooley, McMillan, Bass, Jen- 
nings, Matthews, Stubblefield, Dague, Quie, "and Latta. 

Also present: Senator Jordan, ~ Representatives Lennon, Bonner, 
Fountain, Mrs. Blitch, and Natcher ; John Heimburger, counsel, 
Francis M. LeMay, consultant. 

Mr. Azsrrr. The committee will come to order. 

As you know this is a meeting of the Tobacco Subcommittee. Any 
Members of the House may come up here and sit with us. 

Mr. Cooter. Come up here and sit with us, Mr, Jordan. 

Mr. Azpirr. I am going to ask our chairman to make an opening 
statement. We all know of his great interest in the tobacco program 
along with all other commodities. 

Mr. Cootry. Mr. Chairman, first, I should like to thank you for 
calling the subcommittee together and providing an opportunity for 
all persons to be heard who desire to be heard with reference to the 
proposed amendments to the tobacco law. 

We have had several discussions on the subject. We have a very 
representative group of citizens here today, from virtually all phases 
of the tobacco industry. I understood that they wanted an opportun- 
ity to discuss their problems with the subcommitee, and I assured 
them that you would be glad to call the subcommittee together for the 
purpose of giving them an opportunity to present their views. 

I understand there are two propositions in mind today: First, 
whether or not we should approve a bill to change the system of mak- 
ing acreage allotments to one of acreage poundage allotments, which 
we have discussed from time to time; “and the second proposition is 
whether or not we would amend the law so as to return to the old 
method of computing parity rather than remain on modernized parity. 

I think we have people in the audience who are perfectly well quali- 
fied to discuss these proposed amendments, and the effect that they 
might have if adopted. 

I have taken the position that my mind is perfectly wide open. I 
am willing to receive and consider any suggestion that might be made. 
I have been cautious, however, to say that I do not believe that we 
should run the risk of jeopardizing the program we now have. I am 
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not panicky about the situ: ition. I do not think we are in such a ter- 
rible situation when we realize we only have about a 6-month supply 
of tobacco, over and above the normal carryover. 

We all know the reason why we have that carryover. The farmers 
are not to blame for it entirely, because they pl: anted their crops in 
the hope that they could harvest abundantly and they did harvest 
abundantly because they had a good growing season. U nfortunately 
they grew some tobacco that was not readily acceptable on the world 
mar ete. 

I know that this committee is devoted to the program. I do not be- 
lieve anyone on this committee wants to do anything to jeopardize 
its future. 

I have an idea that if those who are inclined to complain would 
give us a chance to work the program out within the next year or 
two, we would be out of the woods. 

Uptodate we have not sustained losses on the tobacco program. The 
Government does have a substantial investment in loans, but those 
loans are secured by a first mortgage on tobacco now in the ware- 
houses. I think that if it is marketed in an orderly fashion we will 
get by without a substantial loss. 

I have pointed out before to most of the people here that this com- 
mittee as far back as 1935 provided funds, known as section 32 funds, 
to be used by the Secretary of Agric ulture, in the movement of our 
agricultural “produc ts into export. The Secretary now has in that 
fund approximately $300 million. That is the total amount that can 
be accumulated in the funds from year to year. 

During the past 10 years not $1 of section 32 funds has been used 
to expand the export markets for American-grown tobacco. I have 
held to the idea that if losses are justified on any agricultural com- 
modity, they can be justified on tobacco better than any other com- 
modity, because tobacco is the only one of the commodities that pro- 
vides revenue for our Government in a very substantial amount. 
Other programs are operated at a loss. 

We do not wish to see the program placed in jeopardy and we all 
know that the administration now in power has put forward one 
farm program after another to drive prices lower and lower. The 
Secretary of Agriculture tried to drive the prices on all other com- 
modities down to jeopardize these programs. 

Fortunately for us, tobacco is the one commodity that has been 
subjected to constant controls from 1939 to 1959. The farmers have 
willingly accepted every burden imposed upon them in the way of 
acreage limitations. We have taken a 37 percent acreage reduction 
in the last 3 years. First 5, then 12, and so on up. We feel that we 
should not take another reduction in 1959. 

One more comment and I will be through. The farmers have re- 
cently voted by an overwhelming majority to go forward with the 
program as it is now. That program contemplated placing it on the 
modern parity rather than the old parity—acreage allotments rather 
than acreage poundage allotments. 

We have tried to get from the Department of Agriculture an of- 
ficial opinion concerning the necessity for holding a referendum to 
amend the program. Mr. Heimburger, is this the letter? 

Mr. Hermepurcer. It is. 
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Mr. Cootry. Without reading it, will you tell us what the substance 
of it is? 

Mr. Hermeurcer. Yes, I can, Mr. Chairman. 

Mr. Cootxy. This is a letter from Mr. R. L. Farrington, General 
Counsel for the U.S. Department of Agriculture. 

Mr. Hermesurcer. In substance, Mr. Farrington’s opinion is that 
Congress does have the authority to change the marketing quota and 
acreage allotment laws with respect to the 1959 crop even though a 
referendum may have been held on the basis of the previous announce- 
ment. 

With respect to changing the level of price supports the Depart- 
ment’s General Counsel has the opinion that there is no reason as 
such why Congress cannot change the level of price supports at any 
time up to the time it has been acted on by the Government. 

There is some question as to whether or not such a change in the 
level of price supports, if they were made, might subject the Govern- 
ment to a claim for damages as a breach of implied contract on the 
part of the Government. This would ee of course, upon the 
producer having changed his position in reliance on the price support 
level which had previously been announced. If he had done so, it 
is possible, Mr. Farrington says, that the courts would hold that he 
had a valid claim against the Government. 

Of course, he properly points out in his opinion, also, that the 
Constitution provides that the Congress cannot invalidate a contract 
once it has been made, but there is no inherent right to recover on 
the part of the agrieved person, and that Congress, if it chose to do 
so, could in changing the price supports provide there might have 
been a breach of implied contract, that none of the persons aggrieved 
thereby would have the right to sue the Government and recover 
damages. 

Mr. Cootey. In other words, Mr. Farrington recognized the right 
of Congress to change the law, which is the basic program. From 
what you say, he misses the point that it might be a breach of faith 
which could constitute the basis of an action if the aggrieved party 
had a standing in court against the Government. 

Mr. Hermpurcer. With respect to the level of price supports only, 
not with respect to the matter of marketing quotas. 

Mr. Cootry. Do you mean to say that in his opinion it will not be 
necessary to have a referendum in the event the acreage allotments are 
changed? Under the present program farmers can market and sell 
everything they can produce on a given number of acres, and now 
if they are told they can only sell a certain part of that produced, 
that will not be a breach of faith ? 

Mr. Hermpurcer. That is his opinion, Mr. Chairman. And he 
bases it on several decisions of the Supreme Court which he cites; 
and, unfortunately, this letter arrived, as you know, within the hour, 
and I have not had a chance to look into that. 

Mr. Cootry. I should like to say for the record that we requested 
an expression from the Department about 4 weeks ago, and it is 
Just now arriving. 

Mr. Hermpurcer. He cites several court cases, one of which holds 
that the Congress has the right to establish marketing quotas with- 
out a referendum, and if that is true, I think it follows that the 
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Congress would have a right to change the marketing quota without 
holding a referendum among producers on the change. On the basis 
of the General Counsel’s argument here, I cannot disagree with him— 
T haven’t had a chance to look into those cases he cited. 

Mr. Cootry. I do not want to disagree. I want an opportunity 
to study this matter carefully. He says in the closing paragrs iph, 

“A: comprehensive legal memorandum on the question "discussed in 
this letter is being prepared and will be made available to the com- 
mittee, if it so desires.” 

Mr. Hermpurcer. That is right. 

Mr. Assirr. Does he base an opinion on what the Supreme Court 
has already done? 

Mr. Hermpcrcer. Do I have to answer that? 

(The letter dated February 19, 1959, is as follows :) 


FEBRUARY 19, 1959. 
Hon. Harorp D. Coo.ey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

DEAR CONGRESSMAN Coorrey: This responds to your request for our views as 
to the validity of legislation amending the Agricultural Adjustment Act of 1938, 
as amended, so as to reduce allotments or impose additional restrictions upon 
producers, or amending the Agricultural Act of 1949, as amended, so as to re 
duce the amount of price support to which producers would otherwise be en- 
titled. 

In our view there would be no question as to the validity of any such legisla- 
tion passed by this session of the Congress to apply to the 1960 and later 
crops. As to the 1959 crop, it is our view that such legislation affecting mar- 
keting quotas would not be subject to valid question if made effective prior 
to marketing of the 1959 crop and that such legislation affecting price sup- 
port would not be subject to valid question if made effective prior to the 
time that producers have rendered substantial performances of all the con- 
ditions imposed under the price support law and regulations which render 
them eligible for such price support. It is possible that the courts would 
uphold the validity of amendatory price support legislation which became ef- 
fective even after such performance by producers. However, there can be 
no assurance as to this. 

Generally, of course, Congress has plenary authority to enact such meas- 
ures aS are necessary or appropriate in order to promote the exercise of its 
constitutional powers. Northern Securities Company v. United States, 193 
U.S. 197, 350 (1904); Arizona vy. California, 283 U.S. 428, 455-7 (1951): North 
American Company v. Securities & Exchange Commission, 327 U.S. 686, 704 
(1946) ; American Power Company v. Securities Exchange Commission, 329 U.S. 
90, 106-7 (1946). There are, however, constitutional limitations upon the power 
of Congress, the pertinent limitation in the present case being the protection 
afforded by the prohibition in the fifth amendment against taking away property 
without due process. 

So far as the marketing quota legislation is concerned, we believe that the 
question is resolved by Mulford v. Smith, 307 U.S. 88 (1939), which upheld 
the constitutionality of the Agricultural Adjustment Act of .1938 as it af- 
fected the 1938 crop of Flue-cured tobacco, even though the legislation had 
passed after the producers had begun preparation for the 1938 crop and regu- 
lations implementing the act were not issued until the crop was well advanced. 
The act was held to operate not upon farm production but upon the market- 
ing of tobacco, and, since quotas were proclaimed and regulations issued prior 
to marketing, there was held to be no retroactive taking of property without 
due process. See also, Wickard v. Filburn, 317 U.S. 111, 131-33 (1942). 

The fact that marketing quotas for 3 years have been approved by producers 
in a referendum is immaterial. Congress has authority to establish quotas 
without a referendum. United States v. Rock Royal Cooperative, 307 U.S. 
533, 577 (1939): Currin v. Wallace, 306 U.S. 1, 15 (1939). Likewise it could 
enact legislation imposing quotas even after producers had rejected them. 
Congress can also enact legislation changing quotas after producers have ap 
proved them. 


ee —e_ 





ena &® a 


a ee ee ee ed 


- 


ee ee ee 


m+ TF t€ ta 


rn 


a 








m- 


art 


as 
38, 
pon 


en- 


sla- 
iter 
are 
‘ior 
up- 
the 
‘Oon- 


—— 


rene 


TOBACCO PROGRAM 5 


So far as amendatory price support legislation is concerned, the question is 
whether the tobacco producers acquired a contractual right prior to the pass- 
age of the legislation. Congress is without power to repudiate or abrogate 
contractual obligations of the United States. Lynch v. United States, 292 U.S. 
571 (1934). While we have found no Supreme Court decisions directly in 
point, some cases in the lower Federal courts indicate that an implied contract 
may arise between the Department and producers, giving the producers a right 
to price support when the producers have performed the conditions imposed 
under the price support law and regulations which would render them eligible 
for price support. The publication of bulletins and rules providing for the 
payment of subsidies and compliance therewith by a producer have been held 
to result in an implied contract entitling the producer as a matter of right 
to obtain a subsidy under the Soil Conservation and Domestic Allotment Act. 
Aycock-Lindsey Corporation vy, United States, 171 F. 2d 518 (5th Cir. 1948). 
See also, Illinois Packing Company v. Snyder, 151 F. 2d 837 (E.C.A. 1945) ; 
Riverview Packing Company v. R.F.C., 207 F. 2d 361 (3d Cir. 1953). 

However, although any claim to price support which may have become a - 
“yested right” in producers may not be abrogated by Congress, it should be 
noted that the remedy presently afforded producers to enforce contract rights 
in the Federal courts may be taken away. The principle is well established 
that the sovereign cannot be sued without its consent. Consent to sue the 
United States on a contract is not a part of the obligation of the contract which 
may not be impaired; it is a privilege which may be withdrawn at any time. 
Lynch v. United States, supra; Cummings v. Deutsche Bank, 300 U.S. 115 
(1937) ; United States v. Lindsay, 346 U.S. 568 (1954). 

Of course, the views expressed in this letter relate only to the question of 
legal validity and not to the question of the desirability or appropriateness of 
such legislation. 

A comprehensive legal memorandum on the question discussed in this letter 
is being prepared and will be made available to the committee if it so de- 
sires. 

Sincerely yours, 
R. L. FARRINGTON, 
General Counsel. 


Mr. Cootry. Mr. Royster is here. He is well known to this com- 
mittee, and I think he has been authorized to speak for most of the 
people who are here. 

Mr. Aspirr. We are mighty glad to have you here. We all know 
you, but we do have one or two that do not. You might state who 
you are in the record and state your position. And you may have 
some organizations and people that you would like to recognize and 
introduce. We will be glad for you to proceed as you see fit. 


STATEMENT OF F. S. ROYSTER, MANAGING DIRECTOR, BRIGHT 
BELT WAREHOUSE ASSOCIATION 


Mr. Royster. Thank you, Mr. Chairman. I certainly want to ex- 
press the opinion of this industry group of our appreciation to you 
gentlemen granting us this hearing. 

We, also, appreciate the very splendid attendance that we have 
here this afternoon. 

[am IF. 8. Royster, managing director of the Bright Belt Ware- 
house Association. 

And, Mr. Chairman, in line with your suggestion, after the conclu- 
sion of my statement, I would like to present the people who are here 
representing the various farm organizations and other organizations. 

On November 5, 1958, a conference was held here in Washington of 
practically all of the farm organizations, warehouse associations, and 
leaf tobacco exporters in the industry. 
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The conference discussed several matters that were of importance 
tothe industry at that time. These were three in number: 

First, was the quota for 1959 ; 

Second, was the formula for calculating the support price for fu- 
tures in burley tobacco; and 

Third, was the proposal to change the method of production con- 
trols commodity referred to as the acreage poundage proposal. 

Wearrived at tentative agreements at that time. 

Subsequent to that the group reassembled here on November 15, 
held a further conference, and those tentative agreements arrived at 
were affirmed by those participating. 

We appeared before this subcommittee later in the day, on Novem- 
ber 15, and discussed with you gentlemen the proposals that we had 
reached decisions on. 

On November 17 we presented these proposals to the Secretary of 
Agriculture. 

Since that time the quotas, of course, in both Flue-cured and burle 
have been announced in line with the recommendations of this industry 
group as the same as they were in 1958, so that is no longer a problem 
for consideration. 

On the matter of the calculation of the support price, we feel that 
that is of primary concern at this time and that is the one problem 
that we desire to present to you gentlemen this afternoon. 

Since November 17 this proposal to the support price has been fully 
discussed throughout both the Flue-cured and burley areas. A sub- 
stantial number of the farm organizations, warehouse organizations, 
have presented this proposal to their conventions or to their reepeeay 
boards. The proposal has been approved in each instance where it 
has been icatiened as related. 

Furthermore, it has been given general circulation to the press and 
other news mediums. It has been discussed by individual growers and 
others in the industry. 

And it is the opinion of this group represented here today that 
this suggestion is not only fully understood among the producers of 
Flue-cured and burley tobacco, as well as the industry as a whole, but 
that it is accepted by the entire industry. 

Now participating in the conferences referred to in November, 
there were 17 organizations. Participating in the conference this 
morning there were 18 organizations. I am quite sure, Mr. Chair- 
man and gentlemen of the committee, that these organizations repre- 
sent the largest group of tobacco growers and the tobacco industry 
in toto that has ever reached agreement on any phase of the tobacco 
program. 

The proposal that we would like to suggest for the consideration of 
the subcommittee is as follows: A modernized parity formula is 
producing a result not anticipated when the law was enacted. We, 
therefore, recommend that the price support level for tobacco for 
the 1959 and subsequent crops be based on 90 percent of “old” parity. 
That is, parity as calculated prior to the enactment of the Agricul- 
tural Act of 1948. We do not, however, believe that the support level 
should be “rolled back” or reduced, below the 1958 level except to 
the extent that the cost of things farmers buy declines. If, and when, 
90 percent of old parity rises above the 1958 support level, the 
farmers should be entitled to the proportionate increase in parity. 
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Now, Mr. Chairman and gentlemen, I quite concur with the obser- 
vation of the distinguished chairman of the Committee on Agricul- 
ture as to his concern in proceeding with action that would place the 
tobacco program in jeopardy. I certainly would not favor such a 
course. However, it is the considered judgment of this industrywide 
representation, and I might say, Mr. Chairman and gentlemen, that 
consisted of exporters, warehousemen, and producers—so far as they 
are concerned, these organizations represent practically the entire 
Flue-cured and burley industry—it is the considered judgment of this 
group that an amendment such as we propose would be in the best 
interests of the growers and the entire tobacco industry. 

And, therefore, we would hope that such législation could be en- 
acted in order that we might be in a position of stabilizing the price 
of Flue-cured and burley tobacco. 

We feel quite strongly that such an amendment would be in the 
best interests of the industry on the domestic level and, particularly 
so on the export level. 

As I said a moment ago, that is the one proposal that we bring to 
this committee for its consideration at this time. 

On the matter mentioned by Mr. Cooley of acreage poundage, there 
is quite a difference of opinion among growers and warehousemen on 
that proposal. It is not possible at this time for these organizations 
representing the industry to make a unanimous recommendation on 
that proposal. 

Mr. Assirr. So you suggest that we should not take that matter up 
this afternoon ¢ 

Mr. Roysrer. It is the wishes of the representatives here that 
we not take it up, that we confine the discussion to the one proposal 
that we are making, Mr. Chairman. 

Mr. Anpirr. Let me get clear in my mind. I don’t quite under- 
stand you. As I understand your proposal, it is that we go back to 
90 percent of parity. Except not go below 1958. 

Mr. Royster. That is right. 

Mr. Aspirr. I am sure I caught that. 

Mr. Royster. That is right. The proposal is that we go back to 
90 percent of old parity, that is, parity as calculated prior to the 
enactment of the Agriculture Act of 1948. However, we do not 
recommend a rollback below the 1958 level except in the event that 
the cost of the things that farmers buy is less. 

By the same token, if and when 90 percent of so-called old parity 
rises above the 1958 support level, we, of course, think the farmers 
are entitled to that benefit. 

Mr. Ansrrr. I just wanted to be sure of what you said. 

Mr. Royster. Mr. Chairman, I think that concludes the statement 
that I should like to make on behalf of the committee. Of course, 
at this time I would be glad to yield to any questions. 

Mr. Ansrrr. I would like to know, and I am sure that the others, 
too, would like to know this. I do appreciate all of the members 
being here from the tobacco area, whether or not on the subcommittee. 
As to this agreement on this proposal that you have just made, will 
you give us the lists that are in agreement on it ¢ 
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Mr. Roysrrer. Mr. Carl T. Hicks, who is chairman of the tobaceo 
committee of the North Carolina Farm Bureau and president of the 
Flue Cured Tobacco Cooperative Stabilization Corp. 

Mr. S. T. Moore, Jr., of the tobacco committee of the Virginia 
Farm Bureau. 

Mr. J. H. Zigler, of the Virginia Farm Bureau. 

Mr. H. Guy Blalock, of the Flue Cured Tobacco Cooperative 
Stabilization Corp. 

Mr. Agsrrr. I might say right here they are mighty fine people. 

Mr. Royster. Mr. Chairman, I would hate to disagree with you. 

Mr. L. T. Weeks, general manager of the Flue Cured Tobaceo 
Cooperative Stabilization Cor p. 

Mr. Marion S. Fowler, secretary of the Tobacco Warehouse Assgo- 
ciation. 

Mr. F. A. Brown, Jr., president of the South Carolina Tobacco 
Warehouse Association. 

Mr. B. Frank Williamson, chairman of the tobacco committee of 
the South Garolina Farm Bureau. 

Mr. J. B. Hutson, president of the Tobacco Associates, Inc. 

Mr. B. C. Mangum, president of the North Carolina Farm Bureau, 

Mr. A. C. Edwards, executive vice president of the North Carolina 
Farm Bureau. 

Mr. John M. Berry, president of the Kentucky Burley Tobacco 
Growers Cooperative Association. 

Mr. Arthur J. Lloyd, executive secretary of the Burley and Dark 
Leaf Tobacco Export Association. 

Mr. Albert G. Clay, president of the Burley Auction Warehouse 
Association. 

Mr. FE. Y. Floyd, director of the Plant Food Institute of North 
Carolina and Virginia. 

Mr. Claude P. Boardwine, president of the Virginia Burley Tobacco 
Growers Association. 

Mr. J. L. Parker, of the Leaf Tobacco Exporters Association. 

Mr. C. A. Carr, of the Leaf Tobacco Exporters Association. 

Mr. A. C. Monk, Jr., of the Leaf Tobacco Exporters Association. 

Mr. J. C. Lanier, general counsel and executive secretary of the 
Leaf Tobacco Exporters Association. 

Mr. John P. Duncan, Jr., president of the Georgia Farm Bureau. 

Mr. David L. Newton, of the Georgia Farm Bureau and a member 
of the Georgia Legislature. 

Mr. Gordon L. Crenshaw, of the Leaf Tobacco Exporters Associa- 
tion. 

Mr. John D. Palmer, of the Leaf Tobacco Exporters Association. 

Dr. Paul E. Jones, of the North Carolina Farm Bureau. 

Mr. Paul D. Goddard, president of the Burley Stabilization Corp. 

Mr. Jack Welch, chairman of the tobacco committee of the Ken- 
tucky Farm Bureau. 

Mr. E. W. Kesler, of the Kentucky Farm Bureau. 

Mr. John B. Vance, of the Farmers Union of Virginia. 

Mr. Aspirr. He is a splendid gentleman from my State and district. 

Mr. Royster. May I make acorrection? Mr. Lloyd is vice president 
of the organization rather than president. 

Mr. Cootey. Have you finished ? 
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Mr. Royster. I think that concludes it. 

Mr. ; idn’ }. Lawrence, of the North Caro- 

Mr. Cootey. You didn’t call out A. C. Lawrence, of the North Caro 
lina State Grange Agricultural Committee. 

Mr. Royster. I did not. : - 

Mr. Coortry. I will ask permission to insert in the record at this 

oint a telegram received this afternoon from Mr. Caldwell, master 
of the North Carolina Grange, and I would like for Mr. Lawrence to 
indicate whether or not he would like to be heard. 

Do you want to be heard, Mr. Lawrence, or do you want to be 
associated with the statement by Mr. Royster ? 

(The telegram referred to is as follows :) 

GREENSBORO, N.C., February 19, 1959. 
fon. HaRorp E. Coo.ey, 
Member of Congress, House Office Building, Washington, D.C.: 

A. C. Lawrence, chairman of our State Grange agricultural committee and 
member of our tobacco committee, will attend conference in your office today 
and represent North Carolina State Grange. Regret that we did not know 
about time fixed for this meeting so that contacts could be made with State 
Grange masters in tobacco-producing States. I would have been present for 
the meeting today if we had known about the date. Hope that you will have 
a profitable session together. 

Harry B. CALDWELL, 
Master, North Carolina State Grange. 


STATEMENT OF A. C. LAWRENCE, CHAIRMAN, STATE GRANGE 
AGRICULTURAL COMMITTEE, NORTH CAROLINA STATE GRANGE 


Mr. Cootry. Are you in accord with the remarks made by Mr. 
Royster / 

Mr. Lawrence. I am in accord with the remarks made by Mr. Roy- 
ster. I wasin the previous meeting. 

Mr. Roysrer. Mr. Chairman, I do not think I have overlooked any 
one. I apologize for not having a copy of this list, but we were late 
getting to this conference and didn’t have an opportunity to pre- 
pared a printed one. It will be transcribed together with the presen- 
tation and placed in the hands of the committee in the very near 
future. 

I would like the opportunity of asking if there are others whom 
[have not called on this. 

Mr. Anprrr. Is there any organization that has not been called that 
has not been identified ¢ 

That is a very fine and impressive group. I compliment you or 
whoever got them together. 

Mr. Bass. They are represented very well up here. I want them 
to know that. 

Mr. Royster. This is not the result of any one individual but of 
the very strong support of the efforts of a great many individuals, I 
hasten to say. 

Mr. Avsirr. We appreciate that. 

Weare glad to have your opinions. 

Mr. Royster. I am quite sure that we all share that feeling, which 
is the reason that I pointed out, so far as I know, this is the nearest 


united stand we have ever had throughout the entire industry on 
any proposal. 
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Mr. Assrrr. That is one thing that has made our program a suc- 
cess: the fact that our peo le work together. 

Mr. McMitxan. Mr. Chairman, Mr. Royster, I am inclined to go 
along with the proposed amendment you have just suggested, but I 
was ‘wonderi ing 1f the group from South Carolina are’ agreed on this. 

Mr. Royster. Mr. McMillan—— 

Mr. McMinxan. I have not had an opportunity to talk to any of 
my people. 

Mr. Roysrer. They are in agreement. But I would be delighted 
to have them speak for themselves in connection with it. 

They were in the meeting this morning and are in agreement 
with it. 

Mr. Apssrrr. Do you care to make any statement, Mr. Jordan? 


STATEMENT OF HON. EVERETT JORDAN, A U.S. SENATOR FROM 
THE STATE OF NORTH CAROLINA 


Senator Jorpan. I am delighted to have this opportunity to come 
over here to hear the testimony from Mr. Royster. I think it is a 
very, very fine report that you have brought in here. And it seems 
to me that is the first time I have ever heard a report since I have been 
here that they come up with one they are in agreement on. It makes 
it much easier on me personally and I think the Agriculture Com- 
mittee. 

[ just want you to know that I will do everything I can to help 
you put through the program which you have outlined because as 
you well know “T have contacted you and other members consistently 
about what you wanted and what you can agree with and I have tried 
to do everything I could. I am still of that mind and intention. 

Mr. Royster. I should like, Mr. Chairman, to say to the distin- 
guished representative from North Carolina that we are aware of 
your support and we are deeply appreciative of it. 

Senator Jorpan. I made a recommendation to the Secretary of the 
Interior the day before yesterday that one way to help this program 
is to give away this tobacco and burn it up. That is one way to get 
rid of the surplus. 

Mr. Assitr. We certainly appreciate so much your coming over 
here and meeting with us. We are always glad to have you here. 

Are there any ‘other questions by the members of the c committee ? 

Mr. Bass. Mr. Royster, are you prepared to give us some figures 
in dollars and cents as to what effect this would have on the price 
of tobacco this year or next year with relation to the dollar values as 
they would be without this legislation ? 

Mr. Royster. Yes, sir, Congressman Bass, I can. It would mean 
in the 1959 support level of Flue-cured from the most recent informa- 
tion available which is the January 15 parity figure, a reduction of 
nine-tenths of 1 cent per pound in the support. level. 

Mr. Bass. This is on the average ? 

Mr. Royster. That is right—of what it would be. In other words, 
it would be 54.6 under this. If this legislation were not enacted it 
would be 55.5. 

Mr. Bass. The announced support price for this vear. 
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Mr. Royster. 55.5 would be based on the January 15 parity figure. 
As the Congressman knows, the date used when the minimum support 
level is announced is March 15. 

Mr. Bass. Yes. 

Mr. Royster. So there might be some variance at that time. 

Mr. Bass. In the case of burley what effect does it have? 

Mr. Royster. In burley it would have an effect, as I understand it, 
of 2 cents per pound. 

Mr. Bass. Two cents per pound ¢ 

Mr. Royster. That is right. Where your burley support level 
under 1958 was 55.4, if this legislation were not enacted it would go 
up to 57.4. yr ; 

Mr. Bass. It would go up to 57.4 if it was not enacted ? 

Mr. Royster. Based on the January 15 prices. 

Mr. Bass. If it isenacted it will be 55. 

Mr. Royster. It will be 55.4, the same as it was in 1958. 

Mr. Bass. For the record, can you give the committee what percent 
of this year’s crop went under loan in burley and Flue-cured, based on 
the present parity. 

Mr. Royster. In the case of burley 
tunity to check—it was 2 percent. 

Mr. Bass. Two percent ? 

Mr. Royster. Yes. 

Mr. Bass. What is it in Flue-cured ? 

Mr. Royster. In the case of Flue-cured, 10 percent. 

Mr. Bass. Ten percent. 

In the overall picture, then, it might be reasonable for us to assume 
that this would not have a very drastic effect on the price received by 
the farmers under the history of what is being brought under loan as 
compared with what is going into the normal market, would it? 

Mr. Royster. Insofar as 1959 is concerned, I agree with your 
statement. 

[ do not think it would have—I think it would have practically no 
effect on the income to the growers in 1959. 

I do think in the case of Flue-cured that this proposal would result 
in a substantial lesser quantity of tobacco going under the loan from 
the 1959 crop. 

Mr. Bass. A substantial amount of the lesser quality ? 

Mr. Royster. A substantial lesser quantity. Of course, in the case 
of burley, you only have 2 percent; so it could not affect it a great deal. 

The thing, however, that we are concerned about is that under the 
so-called modernized parity we have a situation where the price has 
for the past several years and, apparently, will continue to increase 
annually. 

Mr. Bass. In other words, what your plan is intended to do is to 
prevent a future spiraling of tobacco which would make it unrealistic ? 

Mr. Royster. That is right. 

Mr. Bass. You are trying to reduce the price of tobacco as it is on 
the market today—is that a fair assumption ? 

Mr. Royster. That isa fair assumption. 

I should like to supplement it by saying this: 

I do not think—and I am not attempting now to speak for every- 
body that is a party to this agreement—this is my opinion—I do not 





and I should like the oppor- 
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think that up until this point the price of tobacco has been a material 
factor in the exports of tobacco. I think there are other factors that 
had a great deal more effect on it, but I do think that if we are to 
continue with the present act where the price continues to go up, year 
after year, that we are now at the point that it will substantially 
affect the exportation. 

Mr. Bass. One more question and I am through. 

In view of the reduction in the proposed price in the 1959 crop, and 
in view of the letter received from the Department, taking all of these 
factors into consideration, do you think that this committee and the 
Congress itself would be de saling fairly with the grower in this recom- 
mendation for the present crop, or do you think it would be advisable 
in view of the fact that the referendum has already been held to delay 
the effect of the legislation for the 1960 crop? 

Mr. Roysrer. I do think that the C ongress would be dealing fairly 
with them. 

First, I stated a moment ago that the growers understand this 
proposition. 

Among the organizations represented, by far the largest number 
there by ‘resolution approved this proposal. 

As I stated it has been in the press and in other news mediums. 

Insofar as I know, there has not been any opposition to it from the 
growers. 

Second, it seems to me that there is ample precedent. 

We have changed previously the base period for the calculation of 
parity with other referendums. And it might be correct to say that 
that is actually what we are doing with this recommendation. 

Mr. Axerrr. Right now do you not think it would be better if we 
would provide for a referendum so that the farmers could vote on it? 

Mr. Royster. I think, Mr. Chairman, that in view of the fact that 
we have recently had a referendum in Flue-cured—we will have in 
burley on February 24—that it would not be wise to submit another 
referendum to the growers on this or any other proposal at the present 
time. 

As Mr. Edwards has pointed out to me correctly, this proposal was 
adopted on November 17, and was widely discussed prior to the Flue- 
cured referendum on December 15. It was thoroughly understood. 

I want to say this, Mr. Chairman and gentlemen, I, certainly ‘am 
not fearful of a referendum among the grow 2 I, certainly, believe 
in that. And even though in the proposal as I understood it fr om Mr. 
Farrington, wherein he suggested it would not be necessary in the 
case of acreage poundage to hold a referendum, I want to say I would 
be very strongly opposed to any substantial change of that nature 
without a referendum among the growers. 

But it does seem to me that we would be dealing fairly with the 
growers, in view of their knowledge of it; and, also, insofar as 1959 
is concerned, as I pointed out to Congressman Bass, you will only be 
dealing with approximately nine-tenths of 1 percent in your support 
level which, certainly, could not materially affect your market either 
way. 

In the case of burley, only a few cents; and in the light of the 
prices that prevail on the burley—that prevailed on the burley mar- 





kets, particularly, the last 2 or 3 years, I do not think that would be of 
such nature ¢ as to be unfair to the burley growers. 
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Mr. Bass. I would like, Mr. Chairman, to ask for the record Mr. 
Carter of the Tennessee Burley Stabilization if this proposal has been 
what he would term adequately discussed and accepted by the grow- 
ers of burley tobacco in Tennessee. 

Mr. Carrer. I believe, Mr. Bass, that it is pretty well known over 
the State among the grower and we are not in’ the same position 
as one of the other States was: that the Farm Bureau convention has 
been held since it came up. Ours was held just about the time these 
proposals were being formulated—in fact, we were up here discussing 
these at the time the convention was in progress. 

3ut the leadership in the Farm Bureau is fully familiar with these 
plans, and it is the considered opinion of all of the tobacco growers and 
leaders that I have discussed it with over the State that this is in the 
best interests of the tobacco growers. 

As you know, burley practic ally has been spiraling right much. 
And in discussions with users of burley tobacco, we see and know 
that unless something is done to stabilize the price, we may be pricing 
ourselves out of the market. We do not want to do that. 

Mr. Bass. Thank you for that. That is all. 

Mr. McMitian. Do you know approximately what the price support 
would be in 1959 compared with 1958 ? 

Mr. Royster. With 1958, in the case of Flue-cured, it would be the 
same. 

Mr. Cootry. You propose not to go below 1958 ? 

Mr. McMiitan. In 1960 it would be not less than 1958 ? 

Mr. Cootry. It would not go below—it might go up. 

Mr. Royster. It would not go below unless the index went down. 

Mr. Cootry. I understand that. But the effect of it is to provide 
that it will not go below the 1958 price support level, but for 1960 you 
do not recommend that the price support of flue cured go up to—I 
forgot what it was—I have had those figures. 

Mr. Royster. I had them before the revision of the price. I do not 
have them now. 

Mr. Williamson informs me, Mr. Chairman, that in 1960 it would 
go to 59 cents. 

Mr. Cootry. It would goto 59 cents. And what was it ? 

Mr. Royster. 54.6. 

Mr. Cootry. It was 54.6. In other words, there would be a sub- 
stantial increase in 1960 over 1958, if you do not pass the legislation ? 

Mr. Royster. Yes, sir. 

Mr. McMitxian. I have heard this proposed amendment discussed 
quite frequently in South Carolina last fall. It was my impression 
that the main reason it was brought forward was that it was to en- 
courage and increase our exports. Is that correct ? 

Mr. Royster. Yes, sir. We think, Mr. MeMillan, that it will 
stabilize the markets from what we have had the past several years. 

We had an increase of, I believe, 3.5 or maybe 3.8 per cent In the 
supnort level in 1958 as compared w ith 1957. 

Then if you get another 9 cents in Flue-cured and 2 cents in burley 
in 1958, then go up several more cents in 1959, it seems to me that you 
cannot come to any conclusion but that under that kind of system 
it would affect your export sales. Certainly that would be true. 
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Mr. Matruews. I have enjoyed Mr. Royster’s remarks and I may 
be permitted a personal observation : 

He has a mighty fine niece and a mighty fine nephew. I know that 
you were in F ‘Jorida. I noticed that no Florida Representative was 
listed, but I am assuming that they are for this proposal. As I recall, 
you had some representatives from Florida at the November meeting. 

Mr. Royster. I would like to say this—and I am delighted you 
raised that question—the Florida Farm Bureau did participate in the 
most recent conference—in the November conferences, and Mr. Ed- 
wards is prepared to relate some information from the president of 
the Farm Bureau that they are in accord with the recommendations 
made. 

Mr. Marrnuews. As I understand it, if this proposal is followed, 
the price of to bacco will not be less than it was last year? 

Mr. Royster. That is right. 

Mr. Marruews. And the allotment this year, of course, will not be 
ss than it was last year? 

Mr. Royster. No, sir. 

Mr. Marruews. I have just one other question: 

Could you hazard a guess as to what the effect on the allotment 
might Pe for next year ‘if we do not go into poundage acreage con- 
trol: or is that fair to ask you to hazard a guess on? 

Mr. Roy ster. Yes, sir, that is perfectly fair to ask me. 

Of course, based on personal opinion to some extent, as I view it 
at this time we still have in the case of flue cured and burley as well 
a substantial surplus. 

We have in the case of flue cured reduced it more than 300 million 
pounds in 1957 and 1958, which, I think, is making remarkable 
progress. 

I wane anticipate that the surplus would be further reduced in 
1959, but I do not think that it will be sufficiently reduced to justify 
an increase in the quota in 1960. 

Mr. Marrnuews. But your observation is that it would probably 
remain the same ? 

Mr. Royster. I think so. I think we would have an excellent chance 
of it remaining the same if it was not reduced in 1959, and your dis- 
appearance was equal to 1958, 

Of course, there would be no justification for reduction in 1960. 

I should like to say this, Congressman Matthews: Of course, I ree- 
ognize the problems that we are faced with by the industry, but [ am 
not at all pessimistic about the future of the industry. As I just indi- 
cated, we made substantial progress in quantity in 1957 and 1958, in 
reducing the quantity. And I, certainly, think that we are certainly 
in no worse position from a quality standpoint than we were 2 years 
ago, plus the fact that I feel the efforts that have been made to per- 
suade the growers to change varieties, to change cultural practices in 
1959, will have benefic ‘ial results. And I believe that we will find our- 
selves a year from now in a subst ‘antially improved position from what 
we are now. 

I, personally, think that this change in the act that we are here 
recommending will enable us to, or that we can work out of this situa- 
tion—work out of it in good shape, and I am as convinced today as I 
have ever been of the soundness, the basic soundness of the tobacco 
program as we now have it. 
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Mr. Matruews. Thank you very much. 

Mr. McMuiiuan. Mr. Roy ster, could you tell this committee why 
we could not dispose of this surplus tobacco under Public Law 480, 
so that the Government could subsidize the difference between the 
pure hase price and world market price ¢ 

Mr. Royster. I will be delighted to give you my views on it. 

First of all, we have disposed of a sizable amount of tobacco under 
Public Law 430. That is continuing. I see no reason to anticipate 
that it could not continue under the operation of this program. 

I would be very much concerned about a subsidy program that in- 
volved a substantial reduction-in these brackets. 

First of all, there are many factors, as the Congressman well knows, 
other than price, that are involved in the exportation of tobacco. 

It certainly seems to me with the progress that we have made and 
are now making in the disposition of those stocks, that we have a very 
good chance of working out from under this surplus in the next 2 or 
cert ainly 3 years without any substantial loss. 

Asa representative of the warehousemen, and indirectly the grow- 
ers, one thing that I would fear tremendously in such a program as 
that is if you drastically reduce the price, or to use the frequently 
used words, if you “dump” a quantity of this tobacco on the market 
below the going price, | think you would have accomplished two 
ne 

No. 1, you would have drastically affected the price on the open 
ae in the succeeding year, thereby resulting in tremendous losses 
for the growers and thereby resulting, i in my opinion, in the placing 
back into Government loan stocks, increasing quantities of tobacco. 

No. 2, I think that you would have created a situation where your 
foreign "pureh: isers would simply wait for the next reduction, or the 
next dumping operation. 

Therefore, I think that we need to be very, very careful. 

Price adjustments have been made, in the case of Flue-cured re- 
cently and with beneticial results, so far as moving the tobacco is 
concerned. 

I think that we need to continue to operate in an orderly fashion. 
And it would be disastrous to get into a so-called “dumping opera- 
tion.” 

Mr. McMitxan. As to foreign markets, I attended several meetings 
some time during the past year, and at that time it was the general 
opinion that if we could sell our surplus tobacco at world market 
prices we could sell all of our surplus tobacco in other countries. 

I am wondering how much difference the price would be, the world 
market price and the price we paid for this tobacco on the auction 
market. 

Mr. Royster. Of course, that varies according to the grades. I do 
not mean to suggest that you probably could not sell more tobacco, 
that is, at a price. I think that the amount of increase that you sell 
would be very limited, because I do no think that our principal 
exporting countries would tolerate a dumping operation from Ameri- 
can competition with the areas producing or otherwise. 

So I, personally, think that the amount of tobacco that you would 
move under such a program would be very limited. 

I would not, certainly, desire to question the sincerity of any for- 
eign purchaser, but I would look with some degree of caution and 
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care on such a statement as the Congressman just referred to as being 
made by some of those purchasers. 

I am sure that the Congressman can understand they would like to 
buy it as cheaply as they can. 

Mr. McMiutxan. I understand that. I agree with the statement 
made by Senator Jordan, that we should use every and all means 
necessary to get it off the market and out of storage completely. 

Senator Jorvan. I thoroughly agree with what Mr. Royster said 
about this tobacco under the. Public Law 480 program. I have had 
it checked up to see how many pounds have gone under that. There 
has been a sizable quantity under Public Law 480 disposed of. 

What I was thinking about was largely that we ought to move as 
much tobacco under Public Law 480 as we can without doing what you 
talk about: dumping. There are places where they do not have money, 
where they can use tobacco. And they would not buy, anyway. You 
know what I mean. 

Mr. Royster. Yes, sir. 

Senator Jorpan. And we can move it. I think we ought to move 
as much as possible without hurting the tobacco market—without dis- 
rupting the world market. 

Mr. Royster. I quite agree with you, Senator. We moved last 
year under the Public Law 480, 37 million pounds of Flue-cured, which 
is a sizable quantity. 

Senator Jorpan. That is correct. 

Mr. Royster. Although I do not have the exact figure, I think we 
moved 280,000,000. So we are moving in that quantity, which is a 
sizable quantity. 

I think that we would want to be very careful in not pushing that 
program to the breaking point. 

Senator Jorpan. I thoroughly agree with you on that point, but do 
not overlook the places where we can put it where it would not hurt 
the foreign or domestic markets, either way. 

Mr. Royster. There may be, Senator, some possibility; and, as the 
Senator and I know, it is included in the so-called Barter program. 
There may be some areas where we can move out some additional 
supplies, but the point that I am attempting to make is, in my con- 
sidered judgment, there is such a thing as getting too aggressive. 
And if we attempt to do that, I think that we might make a ‘mistake. 

We, of course, have a sizable market in the export of Flue-cured 
tobacco. I think it is quite remarkable that we have been able to 
maintain exports as we have for the past 5 or 6 or 8 or 10 years. 

Senator Jorpan. I thoroughly agree with your whole analysis of 
that. 

Mr. Coortry. Do you not think it rather strange, though, that in the 
Barter program under which we can barter away $1 billion worth of 
agricultural commodities, tobacco has been bartered to the extent of 
less than one-half million dollars? 

Why should we sit back and be so modest or so unbusinesslike and 
say that we are not going to accept any subsidies for tobacco here! 

Here was $1 billion worth of barter. Tobacco barter amounted to 
Jess than, I will say, less than one-half million dollars—something like 
that, in all of the volume that has been done. Apparently, nobody 
seems to be interested in bartering tobacco. 
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so, they are not doing it. : 

ide not is any difference in moving tobacco under Public Law 480 
than I do in putting it under section 32 operations. I do not see any 
difference in putting it under section 32 than under any other pro- 
gram. Ties Oe alee ae ; . 

You have stated that the Stabilization Corporation has a program 
that contemplates approximately doing so. It will result in a loss. 
It may be a loss that we will recover by making profits on other grades 
in storage, but it occurs to me that if we do not take a loss, why should 
we encourage any of this? j . 

Through legislation developed by our committee we have set aside 
30 percent of all the import duties collected by our Government for 
one purpose, that is, for the purpose of moving these excess com- 

es. 
a ye used only $127 million of the more than $300 million of 
section 82 funds available in 1958 and more than 90 percent of that 
money, or $122 million was used to move dairy products. That is the 
one thing he brags about all over America. He spent over $1,500 mil- 
lion, altogether through the various programs, to get the dairy indus- 
try out of trouble. 

“Why do we not ask the Secretary to move our tobacco out ? 

Mr. Royster. May I say, first of all, I am not inclined and I am not 
competent to debate on it with my distinguished friend. However, 
I would express this as my opinion about it: I think that the one pri- 
mary reason that we can, I hope, successfully defend the tobacco pro- 
gram as of today, is because we have been the one program that has 
attempted to keep it on a sound basis. 

What the chairman says, of course, is correct about the other com- 
modities. But I do not believe that the growers of those commodi- 
ties have been greatly benefited by those programs. 

Secondly, I fear if we get into that kind of operation, that we would 
not longer be able to defend the tobacco program as we have, I think; 
that is, if we accept the subsidy, if we go down the subsidy route with 
the other commodities. I do not see how we could justify and then 
expect to maintain a fair price support level or a quota program. 

Mr. Cootry. This is the first time that we really have been in 
trouble on the tobacco program. If we are ever going to go to export 
subsidies under Public Law 480 or otherwise, this is the time to do it. 

You say you do not want that. That is tantamount to saying that 
section 32 is no good. That is one section that has been in the law 
for over 20 years. 

Billions of dollars have been spent through section 32 operations. 
I have never heard a Member of Congress complain about it. I have 
never heard a citizen complain about it. 

I know that you are fearful if we start one time with a subsidy 
program on tobacco it might embarrass the program in some way, 
way down the road. We are embarrassed now. As I pointed out, 
it is hurting. 

I do not want to see that happen. If we can get $25 million or $50 
million, which would not be a drop in the bucket of what we are en- 
titled to, I think that we ought to get it. 

Mr. Roysrer. As I stated a moment ago, Mr. Chairman, I cer- 
tainly could not agree that we are in the worst position we have ever 
been. 
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I think we are in much better position than we were 2 years ago, 
We have had an increase in the production of cigarettes of, as I recall, 
about 42 billion in the past 2 years. 

We have maintained our export lev vel. 

This program as it now is and as it has operated has served us 
well. 

Mr. Cootry. May I say to you that this is the first time that we 
have faced the fact that we are going to take a loss; otherwise, up 
until now we have been able to come through some way without tak- 
ing a loss. But now the program has been announced and the pro- 
gram contemplates a loss. That is the first time we have ever con- 
fronted such a situation. 

Mr. Royster. I am not, of course, authorized or qualified, but my 
information is that the schedule as now in effect as to Flue-cured will 
not result in a loss of principal. 

And so there is a question as to whether or not that schedule tech- 
nically will put us in the red or not. 

Mr. Coorry. I said a moment ago that we may recover a profit on 
other tobacco that is in storage, but it is momentary. I am just like 
Mr. McMillan: When you talk to these people about tobacco, they say, 

“You put the price down, and we will move the tobacco.” 

I have talked to exporters as well as importers and they say, “Just 
bring the price down so that we can take it, and we will take it.” 

I just think that we should not let the books show a loss or the ae- 
cumulation of this excess. 

Mr. Royster. As I have already stated—— 

Mr. Cootry. We have gotten a little bit off the track, anyway. I 
will stop right there. 

Mr. Royster. Let me make this statement, please, for the record. 

In my opinion, when we embark on a subsidy program as we have 
in these other commodities, on tobacco, the tobacco program as we now 
know it, its days will be numbered and we will very quickly be right 
in the swim with all of the others. 

I do not see how we can justify that. 

Mr. Cooter. Do you know of any agricultural commodity in Amer- 
ica that was not in jeopardy at one time or another ¢ 

There were over 80 ina list that I saw the o‘her day. 

Mr. Royster. I still as a producer would not trade places with the 
vroducers of any other agricultural commodity in America. So, 
therefore, I contend that the program we have got is still basic vally 
sound and that we ought to stay w - it. 

Mr. Coorry. I agree with you. I do not want to be so modest that 
I am not willing to accept some help when we need some help. 

Mr. Assirr. We want to thank you for a very fine statement, Mr. 
Rovster. We appreciate your coming here. 

Mr. Cootry. Before Mr. Royster goes, apropos of Mr. Abbitt’s 
question, and Mr. McMillan’s questions, these lawyers in the Depart- 
ment of Agriculture are very ingenius. I do not agree with the De- 
partment of Agriculture’s General Counsel. 

I think it is a letter that needs a lot of thought and consideration. 

Here is one sentence: 

Congress is without power to repudiate or abrogate contractual obligations 
of the United States. 
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And he says that in this letter in answer to my inquiry. 

When the farmers voted they voted for a controlled program based 
on modernized parity. 

Now you tell us that in 1960, if you change this program, the farmer 
will get less for his tob: uccO than he will get in 1959. 

It seems to me that is a contractual relation that we have with the 
farmer. 

I believe Mr. Farrington, when he says that Congress could have 
repositioned these conditions without regard to a referendum. We 
discussed this in our committee some time ago, and Congress was 
unwilling to impose those restrictions without the approval of the 
farmers. We insisted and have insisted upon a program which had 
been approved by more than two-thirds of the farmers affected. 

And now the Department takes the position that Congress has 
plenary authority to do so, can rewrite the law—lI agree, of course, 
but I am just wondering now if we are not taking the long way 
around—if we say we are going to arbitrarily amend the law. If 
we can cut a man’s price $4 a thousand pounds in 1960, why can we 
not by act of Congress cut it $140 a thousand, and do ‘that without 
his voting on it? 

I am willing to agree with you that, perhaps, it would be far bet- 
ter for the farmer in the long run to ‘take a little less price. That 
is what this contemplates, is the price, 

But I have indicated that we should take it back to the farmer. 

I do not doubt that you aJjl represent farmers. You are honest 
and you are sincere in your opinions and your conclusions. I am 
not saying that I am unwilling to approve the bill if it meets with the 
approval “of this subcommittee; but if somebody wants to offer an 
amendment to put a referendum in it, I think I will vote for the 
referendum. 

I do think that it is something that we ought to consider. I think 
this committee should consider it very carefully. 

I think I am going to ask for a supplemental opinion, because the 
Department did not go far enough into this question that we have be- 
fore us. 

I want to conclude by saying that the proposed change of the allo- 
cation system, as to the poundage — allotment, it is contro- 
versial—it is highly controversial. I do ‘know that there are some 
people who would oppose it. 

Mr. Royster. I do not think we ought to impose it now. 

May I just say this, Mr. Chairman: 

I think the illustration that you use, Mr. Cooley, would presuppose 
the support price was the sole ‘determining factor ‘of price. While it 
is a “ary! it, certainly, is not the sole determining factor. And in my 
opinion, I do not think that you would be penalizing the grower the 
amount that you suggest or any other amount by this program, because 
[ think it would protect his markets. I think he would receive more 
income poundwise, and in toto under this suggested amendment, in 
1959 and 1960 and subsequent years, than he will if we stay with the 
program under this amendment. 

Mr. Coorry. I agree with you. If you lower the price supports, 
the farmers will probably receive a price above the price support, any- 





20 TOBACCO PROGRAM 


way. He did last year; he did in 1958. It is really not a floor, because 
our price has been above that. 

I still say that I have an open mind on it. I have got my fingers 
crossed. 

Mr. Aspirr. Thank you very much. 

Mr. Bonner. I, certainly, want to compliment you on a very fine 
and interesting statement that you have made on this subject. 

There is one statement that you made, and I think for the record 
it should be enlarged upon. You state a constant export for the past 
10 to 15 years has gone on, a constant level of exports. 

Has that level of exports been constant in the light of the world 
increase in consumption ? 

Mr. Royster. Oh, no, it has not. 

Mr. Bonner. That is the figure that I asked Mr. Hutson something 
about. I think it would be well in this record if we can see, in the light 
of the world increased consumption, how our exports have been faring, 

Mr. Royster. Of course, Mr. Bonner, in the light of world con- 
sumption, we have not maintained our percentage that we had of 10 
years ago, but there are many factors involved in that, and I do not 
think that it would be at all possible to have maintained it if we had 
sold the tobacco for a substantially less price than we sold it for. 

You have had, as the Congressman well knows, the matter of ex- 
change. You have a substantial number of countries with a monopoly 
on tobacco. You have a predominant expansion that came in the 
British colonies. 

While I am and have been concerned with the increase of produc- 
tion in foreign countries, I think we have done remarkably well to 
have maintained exports at the level they have been maintained. 

Mr. Bonner. Generally, it is stated that the farm production is of 
a quality that the American produced contains—that is, that the 
American tobacco is of a higher quality. 

Mr. Royster. That is right. 

Mr. Bonner. Is that generally understood ? 

Mr. Royster. Yes. That is right. 

Mr. Bonner. Then the question would naturally follow: 

Is the spiraling price affecting and reducing the increase that we 
should have in American exports in the light of the world con- 
sumption ? 

Mr. Royster. As I said a few moments ago, my own opinion, and 
a great many people do not agree with it—I do not think that this 
point, the pr ice of the market—the price of the tobacco on the market 
has been materially affected or that it has materially affected the total 
exports of tobacco. I think if we continue under the present parity 
formula with the certainty of an increase year after year that we are 
now at a point where price will materially affect. the exports. 

Mr. Bonner. On a percentage basis, do you know what we have 
lost and what might have been expected in foreign exports with the 
world increase in consumption ? 

Mr. Royster. Congressman Bonner, that would be highly specu- 
lative opinion. ee 

Mr. Bonner. It would only be an opinion; it would not be specu- 
lative. It would only be what we have been ex xporting and the per- 
centage of increased world consumption. 
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Of course, it could be ascertained. 

Mr. Royster. No, sir, I would not agree with that, Mr. Bonner. I 
think that you would have had a substantial increase in production 
of Flue-cured tobacco in other areas of the world regardless of price. 

Mr. Bonner. Thank you. 

Mr. Assrrr. Mr. Stubblefield, 

Mr. Srupsierre.pD. Thank you very much. I will yield to Mr. 
Natcher. 

Mr. Appsirr. Weare glad to have you here. 

Mr. Natcner. | am “delighted to have this opportunity to be pres- 
ent at this hearing. And, since you have been kind enough to let me 
say a few words and, also, my good friend, Mr. Cooley, 1s present, zs 
want you to know that my colleague, my friend, Mr. Stubblefield, 
your kind of a Representative. “He will be an able and ener Shin 
member of your subcommittee. 

I for one believe that this is one of the finest subcommittees that 
serves in the Congress of the United States. 

In fact, Mr. Chairman, it compares favorably with the Appro- 
priations Subcommittee on Agriculture of the Committee on Appro- 
priations. 

Mr. Aspirr. Are you getting that in the record? [ Laughter. ] 

Mr. Narcurr. Mr. Abbitt, as chairman of the subcommittee, and 
Mr. Cooley, as chairman of the full committee, we want you to know 
that we appreciate the courtesy shown our new colleague and asso- 
ciate, Mr. Stubblefield. 

I would like to make this observation, since my friend Mr, Stubble- 
field has been kind enough to yield to me. 

I believe our tobacco program has been a successful program due 
to the fact that we have had the complete cooperation of the tobacco 
growers and the tobacco trade, the tobacco branch of the Depart- 
ment of Agriculture. 

This report which has been offered today is to me a very serious 
matter. I am very much concerned about it, Mr. Chairman, if 
it is an admission of weakness, so far as the tobacco program is con- 
cerned I would be. against it. 

Mr. Roysrrr. So would I. 

Mr. Narcuer. I would like the program as such accepted as pointed 
out by my friend the chairman of the full committee, Mr. Cooley, and 
also Mr. Abbitt, and I think that we ought to stand up and fight for it 
and maintain our position. 

Mr. Chairman, we have with us today outstanding people from Ken- 
tucky and representatives of the tobacco trade in the different. repre- 
sented tobacco industries and organizations, as pointed out by the 
witness who has just testified, and among them, the witnesses, is a 
gentleman, Mr. Welch, who represents the Kentucky Farm Bureau, 
and we have my good friend Mr. Lloyd, who is an official and repre- 
sentative of the Tobacco Exporters-Importers Association, and we 
have Mr. Barry and others. And, Mr. Chairman, with your per- 
mission, I would like to hear from any one of them that wishes, as to 
what procedure has been used in doing the same thing that was pointed 
out by my friend, Mr. Bass, in passing the word to growers of to- 
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bacco. They know about this proposal. And, if so, what has been 
done to let them know about it? 
Mr. Aspirr. Thank you, Mr. Royster. 


STATEMENT OF JOHN BERRY, PRESIDENT OF THE BURLEY To. 
BACCO GROWERS COOPERATIVE ASSOCIATION, LEXINGTON, KY. 


Mr. Berry. Mr. Chairman and gentlemen of the committee, since 
the first conference of November, these three topics, one of which of 
course is no longer concerned because quotas were not cut in 1959, 
there has been a great deal of discussion among the growers in Ken- 
tucky and by the Te: idership in burley tobacco. 

I think growers are sufficiently conversant with the tobacco problem 
generally. They are alert and they keep abreast of developments as 
they come up from time to time. And I believe they are aware that 
proposals were made to the Secretary—I am sure they are aware 
because there was wide dissemination of the recommendations in the 
press—and I have not heard one grower express dissent with the ree- 
ommendations that we made on November 17. Moreover, the Secre- 
tary has emphasized the need of modification or amendment. of the 
program along the lines that are embodied in these recommendations. 

Of course, in burley we have not the acute export problem that 
exists in Flue-cured. Our exports are up 41 percent over 1957, 

Mr. Cootry. How much? 

Mr. Berry. 41 percent. 

Mr. Cootry. We better do something about that. You are taking 
that market away from us, aren’t you? [Laughter.] . 

Mr. Berry. No, sir. You understand, Mr. Chairman, that with 
that exportation of burley tobacco we help Flue-cured sell more 
tobacco. 

Mr. Bass. The reason is you have to put a little burley with it to 
give the Flue-cured some body and use. 

Mr. Berry. It probably would not sell long without a mixture of 
burley. 

But anyway, here is our attitude about it, and I am happy to dis- 
close it to this committee. We have seen the-need and over the years 
we have realized the profit from united action and a general concert 
of effort and unanimity of opinion. And in burley, we feel that if 
there is a problem in Flue-cured, though it may not be an acute prob- 
lem in burley or a problem at all, it is nonetheless a tobacco problem. 
We stand ready to aid and assist in any way that we may be able to 
assist in the solution of that tobacco problem, wherever it may exist. 

What the support price of $55.40 did for burley in the market 
season that has just closed I have not reached any firm conclusion on. 
We had a eee average, mind you, of $66.50, whereas the support 
price was $55.40. It may be that the cause of the prospect of the loan 
rate spire ind 3 in the future, that the use burley and the use of Flue- 
cured will be ‘substantially reduced. 

By modernized parity the support price for burley tobacco as of 
January 15 would be $59.30, or roughly $4 above the support level for 
1958. 

Mr. Aseirr. Now are you convinced that your people are for the 
proposition in the proposal ? 
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Mr. Berry. I think they are so happy with the tobacco program 
that there would be no resentment of any change in the support level 
within reason, and certainly not if it is stabilized at the 1958 level. 

Mr. Azssitr. Congressman Stubblefield. 

Mr. SrussieriIevp. I wish to say that what Mr. Natcher and I would 
like to know is what Mr. Cooley wants to know. We do not want 
the monkey on our back. 

Mr. Berry. I am aware of the position that someone might be 
placed in, but I do not think there would be—in the first place, I 
think there is no occasion for the growers feeling uleeseaate or dis- 
turbed about it. 

Mr. Natcuer. Mr, Chairman, may I ask one question ? 

Mr. Berry, I know of your ‘interest: in this program, and you to 
me are one of the great tobacco men in Kentucky, and I say that to 
you advisedly. 

You say the tobacco grower in Kentucky knows about this problem. 
Has it been publicized, “and passed down through the Kentucky Farm 
Bureau and down through the tobacco organizations to the degree 
that the tobacco growers in Kentucky know about this proposal / 

Mr. Berry. Mr. Natcher , insofar as our organization is concerned, 
I think it has been passed down to the grower level to a very large and 
to a very safe extent. Just what the Farm Bureau, the Kentucky 
Farm Bureau, has done about it, or is able to report about it, I would 
defer to them on that. 

Mr. Natcuer. Thank you, Mr. Chairman. 

Mr. Azsitr. We certainly thank you. 

Mr. Williams, will you come around just one minute. 


STATEMENT OF JOE WILLIAMS, TOBACCO DIVISION, US. 
DEPARTMENT OF AGRICULTURE 


Mr. Appirt. I just wanted to ask you and some of your people 
to come around one day next week, and we can sit down and go over 
this matter with the subcommittee. 

Mr. WitiiaMs. We would be delighted, Mr. Chairman. 

I would like to say this, that the amended price supports for 1959 on 
Flue-cured and burley tobacco have not been announced. We are in 
the same situation we were 2 years ago on the Dark Fire tobacco when 
we did the same thing—we withheld ‘the announcement. 

After we make a minimum announcement stating the support price 
on Flue cured to the 55 cents and burley 57 cents, I do not think there 
is any question but what we would belegally bonud by that. But it is 
not our intent to announce the minimum price suport as long as this 
legislation is pending. 

Mr. Cootry. Well if you do announce it, could you arrive at any 
other figure other than the one that has been indicated ? 

Mr. WitiraMs. If we announced it as of now, we would have to an- 
nounce it as of the law existing at the time we announced it. But we 
do not make a price support commitment except from one year to the 
other. 

Mr. Cootey. In other words, you do not think you would have any 
alternative other than to announce the price support level as it has 
been indicated ¢ 
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Mr. Witiiams. If the law remains the same, yes, we will have to 
announce it according to the existing formula. 

Mr. Cootry. To the law! 

Mr. Witurams. That is right. 

Mr. Coorry. And any other act on your part would be a breach of 
faith with the farmers in violation of the law? 

Mr. Witurams. That istrue. But we donct feel that we are legally 
bound until we announce that minimum price support. 

Mr. Bass. How long could you put that off ? 

Mr. Wittrams. Well, I think we could put it off 60 days or 90 days. 

Mr. Bass. 60 days from now, you mean? 

Mr. Wirii1aMs. 60 days from now. We usually announce it after 

March 15, anywhere from the 1st to the 15th of April. 

Mr. Coorry. You get around to farmers. Do you think farmers 
will approve this program without giving them an opportunity to 
vote on it? 

Mr, Wiuiams. Well, I would not recommend that the Department 
put a provision in there to vote. It cost us about $400,000. This 
thing has been discussed in every nock and corner, and it entered 
into the consideration which this group presented to the Secretary 
to retain the 1959 allotment. They m: ade a commitment there along 
with members of C ongress—they called attention to this agreement of 
the 17-member organization. 

Mr. Cootry. You mean we have already been swapped off then? 

Mr. WituramMs. No, si 

Mr. Bass. Wait a minute. These groups told you that they would 
recommend it to us, and we told you and them we would consider 
it. Wasn't that the way it was? 

Mr. Wititams. Yes, sir; the Congressman is correct. 

No, Mr. Chairman; we do not count votes until we get them. 

I would like to say this, Mr. Chairman, that we in the Division 
are grateful for the cooperation of your committee and subcommittee 
in this educational campaign that we had. We appreciate very 
much your sending shoes members of this committee to Europe to 
make a study. They have come back and made their report. 

We in the Department for the last 6 months have tried to present 
to this group and to the grower groups all the facts as we saw them. 
Now we are getting back to one other point that you all presented 
to me the last time I was before the committee. You have three 
or four bills that were introduced by members of this committee 
to sell approximately 150 million pounds of tobacco at world prices. 
At the time that we were meeting here the prices had already been 
settled by the association for the 1958 period, and according to 
the agreement with you, Mr. Chairman, and the understanding you 
had with Mr. McLain, when we came to the regular pricing period 
we would attempt to realistically price these stabilization stocks of 
tobacco so that they would move into the market at competitive price 
in view of the support price that we will maintain. T am happy to 
report to you that our division has met with the officials, the officers 
and board of directors of the associations, both in Flue-cured and in 
burley tobacco, and by unanimous agreement we have repriced to- 
bacco realistically. I am glad to report that in Flue-cured tobacco 
we have already moved approximately 13 million pounds of tobacco 
in the past 30 days. 
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We just finished repricing burley tobaceo last Thursday, and we 
are very hopeful and we expect—we do and the associations expect— 
that this tobacco is going to begin to move out of the loan associations 
into the regular channels of trade. 

Thank you. 

Mr. McMiunzan. Mr. Chairman, I had one of those bills you men- 
tioned submitted to the Department, and I was wondering if you are 
are ready to report favorably on that. bill now 4 

Mr. Wiu1AMs. Well, what we were attempting to do, we and the 
associations, was to do what you were attempting to do under that bill. 
And I think if you study the schedule and the relationships we made 
in price, from last year to this year, that it was conducive for your 
great firm, that you used to work for, to buy some additional American 
tobacco last year. 

Mr. Marruews. Mr. Chairman, would Mr. MeMillan and Mr. Wil- 
liams let me take credit because I introduced Mr. MeMillan’s bill 
myself. 

Mr. Assirr. Congressman Lennon, did you have something you 
would like to say ¢ 

Mr. Lennon. Mr. Chairman, J certainly appreciate very much these 
gentlemen coming here and giving testimony. I am most delighted 
to know and realize the leaders of our tobacco industry are in unani- 
mous agreement about this proposal. 

I just wish I could be reassured that the growers themselves feel 
about this proposed amendment as the leadership in all segments of 
the tobacco industry does. J cannot agree with you that our growers 
feel that way. 

I am a great believer in farm organizations, both in our Granges 
and Farm Bureaus and even the Farmers Union, which I do not know 
too much about, but unfortunately in my section of North Carolina, 
one particular county I am thinking about where there is a 5,000 
allotment in that one county, there are just 522 members of the Farm 
Bureau, and in that same county there are less members of the Grange. 
Now I cannot accept the philosophy that is being advanced here, that 
those people at the growers’ level thoroughly understand the proposal. 
Because I visited with them all during the fall when this matter was 
under discussion in November and December. 

In another county in my district the Farm Bureau itself is split on 
this question. I won’t call out the names, but Mr. Edwards would 
recognize them as well as some of the others. 

[t seems to me that the Department ought to be willing to spend 
the $400,000 that has been suggested as a figure to have a referendum. 
Now I do not know how we are going to reach the growers because I 
do feel that there is somewhat of a moral commitment in view of the 
referendum in December. The farmers were voting on a 3-year period, 
and they assumed that the price-support level would be advanced on 
our basic index to cost. Now as I understand this proposal, it will be 
actually a freezing of the 1958 price-support level until such time as 
either a rise or decline in the cost of what the farmers have to buy. 

I, just for one, would very much like to see the growers, particularly 
in my seven counties, and they do raise Flue-cured tobacco in every 
county of my district, have an opportunity to walk up to the polls and 
see whether or not they would accept this philosophy, which I per- 
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sonally believe ought to be done. But I do not believe they should be 
denied the right to express their opinion about it. 

And certainly, if it should develop, Mr. Chairman, that the counsel 
for this committee, along with the counsel for the Department of 
Agricultural, is under the impression that this might result in, if not 
a breach of contract, but a breach of faith with the growers, then we 
ought to proceed with caution. That would certainly be my 
thinking. 

Mr. Asgirr. Congressman Fountain, did you want to say something? 

Mr. Founrtary. Mr. Chairman, I have nothing to say other than 
that I appreciate the invitation to be present to listen to the testimony 
of Mr. Royster and to get the viewpoint of the representatives of the 
tobacco industry, a number of whom are distinguished constituents 
of mine. I am very happy to see them appear “and very happy to 
get their points of view. 

Mr. Agprrr. We have saved the best for the last, Congresswoman 
Blitch; but, if she will just yield, I understand there is a witness 
here who has to catch a plane, Mr. B. F. Williamson, from South 
Carolina. 

We will be pleased to hear from you, Mr. Williamson. 


STATEMENT OF B. F. WILLIAMSON, CHAIRMAN, TOBACCO 
COMMITTEE, SOUTH CAROLINA FARM BUREAU 


Mr. Wiiu1amson. I just want to comment on the freezing of the 
1958 support price in 1959 and maybe 1960. I feel when a referendum 
was held approving a 3-year tobacco program, that farmers were 
pretty well aware of the probability that the price in 1959 would be 
the 1958 price rather than a higher price, which we caused by the 
modernized parity formula. 

I believe that the thing was pretty thoroughly discussed, as Mr. 
MeMillan has indicated, throughout the States. “And about 3 weeks 
before the referendum was held it had been discussed to the extent that 
the Farm Bureau had resolutions on it that were passed at a State 
convention late in November. 

Mr. Appirr. We certainly appreciate your coming, and hope that 
you catch that plane. 

Mr. McMinn. I agree with Mr. Williamson, there was quite a bit 
of discussion in South Carolina last year on this subject. 

Mr. Coorry. Mr. Chairman, Mr. John Duncan, of Georgia, is here, 
who also has to catch a plane. Would you give him a minute now? 

Mr. Anpitr. We are pleased indeed to have you here. 


STATEMENT OF GEORGE DUNCAN, PRESIDENT OF THE GEORGIA 
FARM BUREAU 


Mr. Duncan. Mr. Congressman, I would like to make a statement 
to clarify my position. I believe I am one of the only ones here who 
was also elected by the people as you are. And I would certainly 
like to make a statement for the record on why we took the position 
that we did. 

We were told that we faced a 12-percent reduction on our tobacco 
acreage for 1959, the Secretary of Agriculture had the authority to 


at fe lh 


as 


~ Rr) 


| an ee a ne ee 


v 


en 


li 





| be 


isel 
of 
not 
we 
my 


ng? 
han 
ony 
the 
nts 
, to 


nan 
ess 
uth 


the 
lum 
vere 
1 be 
the 


Mr. 
peks 
that 
tate 


that 
i bit 


ere, 


ye 


GIA 


nent 
who 
nly 
ition 


ACCO 
y to 


TOBACCO PROGRAM 27 


cut Flue-cured acreage for 1959 12 percent, approximately 12 percent. 
We were also told our export market was decreasing, and tobacco was 
in kind of a precarious situation. We were also told that if something 
was not done pricewise that we probably would have a reduction in 
acreage. . 

. Feeling something needed to be done to keep our acres from being 
reduced, because I believe 90 percent of our farmers have less than 
2 acres, or the average is less than 2 acres, ad we could not stand 
another cut, we asked an official of the Department of Agriculture to 
come down and meet with the farmers of Georgia. This was done. 
We invited Congressman Matthews, of Florida, in to meet with us, 
since we were both about the same on tobacco; we market the same 
type, and we feel our problems are similar. So we held a meeting at 
Tifton, with around 600 to 700 tobacco farmers from the tobacco sec- 
tions of Florida and Georgia. There were representatives from Flor- 
ida, the department of agriculture representing the commissioner. 
And after having this explained to us, this situation, the farmers faced 
with a cut on their tobacco, and also a loss in some of our export 
markets, the farmers of Georgia and those there from Florida voted 
unanimously to return to the old parity formula. 

Mr. Assrrr. I think that is very fine information. We appreciate 
your coming up here and giving us that insight to what you have done. 
* Mr. Duncan. Thank you. 

Mr. Aspirr. Congresswoman Blitch, we appreciate your coming to 
the committee and know of your interest in the tobacco program and 
the tobacco farmers. Would you care to say something ? 

Mrs. Burreu. Thank you, Mr. Chairman. 

I would like to say that I am very proud that Mr. Duncan is here. 
And as he says, he does have to face election the same as we do. He 
has been president of the Georgia Farm Bureau for approximately 2 
years and is doing a splendid job. His interest in the tobacco farmer 
certainly means a lot to me because almost 50 percent of all the 
tobacco, Flue-cured tobacco, grown in Georgia is grown in the Eighth 
Congressional District, which I represent here. 

In discussing the problems of tobacco my thought continually re- 
volves around the question of what type of tobacco continues to go 
into the Stabilization Corporation, and I would like to ask anyone 
here who is qualified to answer it what percentage of the tobacco that 
went into the Stabilization Corporation this past year was of a—I 
believe there are only three types subject to the 50 percent 

Mr. Cootry. Most of the tobacco that went into stabilization was 
Georgia-grown tobacco; wasn’tit? [ Laughter. ] 

Mrs. Burren. I would like to have the exact figures on that. I would 
be happy to have the figures speak for themselves. 

Mr. Assrrr. Mr. Williams can get you that information 

Mr. Williams, would you get that information ? 

Mr. Duncan. Congressman, I have those figures. 

Mrs. Burren. Do I understand the chairman has concluded my 
remarks, , 

Mr. Anpirr. No, ma’am, you go right ahead. 

Mrs. Burren. Thank you, Mr. Chairman. 

‘ J understand that that information can be gotten from Mr. Wil- 
lams 
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Mr. Aspsrrr. Mr. Williams says he will get that information, 

Mrs. Burren. And to further my rem: arks at this time I would like 
to make a statement concerning Mr. Williams himself and the type 
of service that he gives to tobacco growers. 

As he said, he has been down into, not only Georgia, but other 
tobacco growing areas, and the people as a whole have confidence in 
what he has to say. And when he advises the members of Congress 
and the members of the industry, it is felt that they can rely upon 
what he has told them. And I hope that this smal] phr ase of praise 
for Mr. Williams will not in any way injure him in his department, 

Mr. Apserrr. I might say I concur in what you have to say about 
Mr. Williams. He has always been most cooperative with the sub- 
committee and we all appreciate it. 

Mr. Lennon. Mr. Abbitt, I wonder if I might ask Mr. Royster one 
question, since he is the spokesman for the tobacco industry here 
today. 

Mr. Royster, you folks are proposing that we make this amend- 
ment to the parity support price without a referendum. Would you 
be willing to have the legislation passed with the referendum pro- 
vided in it ? 

Mr. Royster. Congressman, I do not think that it is either neces- 
sary or advisable to. 

Mr. Lennon. Why is it not advisable, other than the money, the 
cost of $400,000 ? 

Mr. Royster. I would be delighted to answer that. The primary 
reason is that there is very strong difference of opinion on the pro- 
posed acreage— 

Mr. Lennon. No, sir; that won’t be submitted 

Mr. Royster. I understand it won’t be, but you will never be 
able to get a lot of growers to think it is not part of it because the 
two have been discussed simultaneously so many times and by so 
many groups I am fearful of the situation that would develop. 

Mr. Lennon. The confusion and the result of the election with 
the referendum ? 

Mr. Royster. Plus, I would say this, Congressman, as has been 
well said here, this matter has been discussed, it has been in the 
papers repeatedly. I can tell you that I have not talked: to the first 
farmer or warehouseman who did not think that this amendment 
should be enacted to that. 

Mr. Lennon. I know you are as close to them as anyone in the 
world, except those respected members of Congress who actually live 
in the districts with the tobacco growers. No one knows that more 
than I. 

Mr. Roystrrr. I understand that, sir. 

Mr. Lennon. And I was just a little bit disappointed to hear you 
say you would hesitate to have this amendment passed which pro- 
vided for a refere ndum, although I can see the likelihood of confusion 
which might be amicable to the result we are trying to get. 

Mr. Royster. I am fearful of that. I think the result of the last 
referendum, as a result of the proposed enlarged program, the tobacco 
associates, the tobacco growers association committee, that we have 
the program moving in the ri¢ht direction. I think with this amend- 
ment we would make tremendous progress, and I am quite sure that the 
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growers are in accord with it. And the precedent, of course, is it 
seems to be adequate for passage of this amendment without a refer- 
endum, we have changed from old parity to the so-called modern 
arity without a referendum, we have changed the base period of 
calculating parity without any referendum. There is adequate pro- 
vision, the Secretary and Congressmen know it is just a recalculated 
part, and we never have submitted a question of parity or the calcula- 
tion of it on the support pr ice.to the referendum, and I see no need of 
submitting it in this instance. 

Mr. Cootey. Will the gentleman yield ? 

In those instances, though, Mr. Royster, we were benefitting and 
improving the plight of the farmer. We selected the modernized 
parity because we thought it would be better for the farmer financially 
than the old parity. And history has proven that to be true. 

Now if you were increasing the price support, I would be willing to 
agree with you that probably it is not necessary to have a referendum. 
However, now it is proposed that we decrease it, and the thing that 
disturbs me is that the letter from the Solicitor down in the Depart- 
ment—if you will yield to me further here: 

So far as amendatory price support legislation is concerned, the question is 
whether the tobacco producers acquired a contractual right prior to the passage 
of the legislation. Congress is without power to repudiate or abrogate con- 
tractual obligations of the United States. 

Then he cites the case of Lynch v. United States and goes on with 
reasons. ; 

Now suppose the Solicitor should finally conelude that. it would 
be repudis iting or abrogating the contractual obligations of the United 
States if we made this proposed change? Would you still think we 
ought to goonand makethem? That is what Iam afraid of. 

Mr. Roysrer. Congressman, if you were faced with a situation such 
as you have just given, where the Solicitor ruled that it could not, be 
done legally, then of course I would not favor going into the face 
of that. But if I may, I would like to say this, that it is my firm con- 
vietion that what we are proposing is for the benefit of the growers. 
As the chairman well knows, if I felt that was not the case, I would 
not be proposing it, and the other people would not either. 

It is true that there are instances, such as the chairman mentions, 
where we have been raising the price support level. However, while 
this matter has been under discussion, through a redetermination of 
parity the support level has already been lowered below what the 
srower thought it was when he voted. That has already happened. 
And I just do not think it sound—I may be completely in error, Mr. 
Chairman—to submit the level of price support alone in a referendum. 

Mr. Coorzry. Well please understand that I know that you are 
prompted by the purest of motives, and that all these other members 
are, and that all of you would think this proposal is in the interest of 
the farmer, and I agree with Congressman Lennon that perhaps it is. 
The only thing that disturbs me the least bit is whether or not we 
would be in any way breaking faith with the farmers. We may or 
may ne* be, and we may or may not receive complaints. We may or 
may not be involved in lawsuits. 

But in this letter the Solicitor indicates that even the publication 
of bulletins and rules providing for the payment of subsidies could be 
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construed as an implied contractual relationship. And I think if 
he would amplify this opinion he would agree that there is seomething 
a little bit more involved than appears. 

Mr. Royster. Mr. Chairman, it seems to me—of course I speak as 
a layman, as the chairman knows—that the contract has not been 
implied or consummated until the level of support, minimum level of 
support, is announced by the Department. I can readily see after that 
is done then legislation that would change it would not be proper, 
But that has not been done. 

Mr. Cootry. I know, as Mr. Williams has pointed out, it has not 
been done. But he has no alternative other than to follow the spirit 
of the letter of the law and to make those calculations, and he knows 
right now what this figure would be. He just has not announced it, 

And we have to assume that the farmers knew that he would have 
to arrive at this conclusion after taking into consideration the things 
that are considered in arriving at parity. They do that scientifically 
down there suppose. The Secretar y has lowered some price supports 
because of the recalculation of parity. He knocked cotton down $5 

a bale. I do not know why he did it. I do not know where he got 
the authority to do it, but that is what he is taking out of the farmer, 
$5 a bale on cotton—if I understand it. I do not know how much it 
means he is taking out of the tobacco man. I am not responsible for 
the conscience of the Secretary. However, I am a little disturbed 
about doing something here w ithout giving the farmers a chance to 
vote on it. I am not saying I will not do it, but if someone offers a 
referendum I just do not see : how I could afford to vote against it. 

But what Mr. Lennon was after was, if this committee decides to 
put it in, should we bring it out and take a chance of having the 
referendum ? 

Mr. Royster. My personal opinion is no, you should not. 

Mr. Lennon. Mr. Chairman, just one other question? TI am think- 
ing that if the Court should sustain at least the implied language of 
the Solicitor of the Department of Agriculture, sometime after you 
market, about halfway through the marketing season in 1959, and 
some grower would obtain a judgment based on modern parity 
for mula, what would be the position of this committee if the Con- 
gress would pass this legislation? Don’t you know that every grower 
who sold his tobacco under this new parity concept would feel some 
righteous indignation? That is something we have to think about. 

Mr. Royster. Congressman, my layman’s answer to that is this: 
In the program oper ration, the w ay that the support price is arrived 
at, I think it would be absolutely impossible for any grower to suc- 
cessfully maintain such an action as you envision. 

Mr. Lennon. Well, I thought so too until we received this letter, 
and the language would indicate that it could h appen, that the court 
might sustain—at least it is his implied legal opinion—that it would 
be a breach of contract. But even if it is a breach of faith, that in 
itself is enough for me to give it serious consideration. 

Mr. Royster. I want to assure you, Congressman, it would be 
enough for me to give it serious consideration. But as I have indi- 
cated, and these other gentlemen have indicated, when I know this 
has been public know ledge now for a period of months, and that the 
growers are expecting the same support in 1959 that they had in 
1958 
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Mr. Lennon. Mr. Royster, if you took a poll of the 5,000 tobacco 
growers in that one county alone that I mentioned, you would not 
have a third of them that could tell you what this thing means—not 
a fourth of them. That is my frank, considered opinion. 

Mr. Royster. Well I would not debate on the gentleman’s 
constituents. 

Mr. Lennon. I know of your leadership and understanding, but I 
am talking about the average farmers, the average allotment. 

Mr. Cootry. Mr. Royster, you see what this discussion has led to. 
Would time permit us to have at least a few meetings, have the sub- 
committee go down in the tobacco section and have a few meetings, 
and invite the farmers, and if they come all right and if they do not 
all right? We could at least say we gave them a chance to come to a 
meeting. And we can visualize if we had a meeting that no one 
would come in and oppose it. However, it would be a whole lot more 
comforting to the committee. 

Mr. Royster. I think time is adequate to do that, and I think that 
would be a very wise procedure. 

Mr. Cootey. Mr. Abbitt here is a hardworking, diligent, faithful, 
loyal colleague of mine and he would be glad to arrange some meet- 
ings, and he can go down in the tobacco section and let some of the 
folks have an opportunity to come out anyway. If they come out in 
great numbers in opposition to it, we could just take that into con- 
sideration; and if no one showed up, if you did not have any fuss 
about it, you could go on. 

Mr. Royster. Personally, Mr. Chairman, I would be very happy 
to see that procedure followed. ] 

Mr. Cootry. I know you do not want to break faith with the 
farmers any more than I do, and this may not be doing that, but I 
would feel a little better if we could just give them a chance. Be- 
cause they might say “Well, you fellows sitting up in Washington 
were doing this, and we could not leave our farms and pay our 
expenses to Washington, you gave us no chance to be there.” But it 
would be easy for us to send a committee down there. 

Mr. Royster. That would certainly meet with my approval. 

Mr. Cootey. Does anyone in here think that could lead to anything 
other than a better understanding ? 

Mr. Duncan. We would certainly, Your Honor, like to have Georgia 
included on that schedule, please. 

Mr. Lennon. Mr. Royster, I would appreciate very much if that 
vould be done in my area. Would you come down? 

Mr. Royster. I would be glad to do so. 

Mr. Azsirr. Mr. Welch, I understand you want to have something 
to say ¢ 

Mr. Weicu. Yes, sir. 


STATEMENT OF JACK WELCH, VICE PRESIDENT OF THE FARM 
BUREAU AND CHAIRMAN OF THE TOBACCO COMMITTEE 


Mr. Wercu. Mr. Chairman, I am Jack Welch, vice president of 
the Farm Bureau and chairman of the tobacco committee. 

I have to try to answer my fellows over here who have been with 
us In Washington and who are doing a fine job. They asked how the 
farmers have been informed of this. 
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Being chairman of the tobacco committee along back in the fall we 

began to get some resolutions in regard to this from the farmers, I 
called the tobacco committee in, and they met and came up with a 
resolution which was presented to the Kentucky Farm Bureau Federa- 
tion in November. This committee met early in October. So you 
see, long before a lot of these other things began to develop ‘the 
tf: mers were thinking of it. And we put a resolution in the F arm 
Bureau’s policies and this is it, and I want to read it to you so you 
ean see what grounds we are working on: 

In view of the increasing effect upon parity prices at the present parity 
formula for tobacco, we recommend revision in the formula if necessary to keep 
our tobacco program sound. 

So we have worked from that and it has been well noted around in 
our membership in all our meetings, and I have attended a lot of them, 

And I want to say here [ am also elected by the Farm Bureau mem- 
bers of Kentucky, and I have talked about this at a good many meet- 
ings and I have had no comment coming up with any opposition to it, 

Now I just want to make one other statement in regard to the dis- 
cussion that you have had here. The chairman of the subcommittee 
will remember about 2 years ago I was here in this same room on 
a hearing on something that we did for dark tobacco. And if this 
is given to the farmers for a referendum, I am sure we in the Farm 
Bureau never oppose giving the farmers a chance. And _ probably 
why we did not have this in our resolution, in asking for a resolution, 
1 think—and I do not think, either, I know from talking ayes in 
the committee—we thought it was the prerogative of the Congress 
to set this parity formula, revise it. Because we brought the dark 
boys up here and they did the same thing we are asking done on 
burley. Now I think Congressman Abbitt will remember that. I 
believe Congressman Nate her was here then. Congressman Stubble- 
field was not here. But we brought it before the Congress and they 
stabilized the price of dark tobacco. 

Mr. Coorry. Let me inte rrupt { I did not want anyone to get the 
impression that I am being disagreeable about this thing at all, and 
I am frank to say that although it has been talked about, very widely 
discussed, and I know it was discussed in the Farm Bureau convention 
and the Grange and resolutions have been adopted, at the Warehouse- 
men’s Association and all that, it is remarkable to me that I have not 
had any objection to it. I have not heard of anyone opposing it. 
But I am frank to say I have not been down to the grassroots to try 
to determine what they are thinking. 

Mr. Wetcu. I want to make myself clear that we are not opposed to 
the thing we are talking about. I think it is wonderful. And the 
reason we did not bring it up—personally from my committee—was 
because we thought we would take the same route taken for dark 
tobacco. And that is the only reason we did not discuss 1 It, that angle, 
because we thought this was where we had to come. 

Thank you, and I appreciate the opportunity of being here. 

Mr. Cootey. Thank you very much. 

Mr. Jennines. Mr. Chairman, there is just one question. The 
thought occurs to me: I believe we have our burle ‘vy tobacco referen- 
dum on the 24th, is that right, Mr. Williams? 

Mr. Witutams. That is correct. 
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Mr. Jenntnos. Have the ballots been printed and distributed ¢ 

Mr. Witi1aMs. Yes, they have. 

Mr. JenninGs. Would it be practical or possible to have at the same 
time a supplemental ballot in order that the farmers might vote on 
this question at that time in the burley area? They seem to all under- 
stand it from the information that I have here, so I assume that it 
would not entail much explanation, much further explanation, 

Mr. Wits. I will say this, we have our leaders here and we will 
do our best. I do not know what kind of legal status it would have. 

Mr. Gopparp. I think it would be a straw vote, but it would cer- 
tainly give an indication to the committee. I do not think it could 
have any Official status. 

Mr. Witxrams. I do not believe it would give an official answer, but 
we can mimeograph some ballots and get a straw vote. 

Mr. Jenninos. I would like to hear a discussion on the practicality 
of that suggestion. 

Mr. Berry. Mr. Jennings, whether that. would provide an answer 
to the legal aspect or the legal problem I am not prepared to say. 
There is one thmg that occurs to me, and that is that. parity has been 
more or less a fluid formula. It is under the existing law as we have 
seen demonstrated just recently by the revision of it. I. do not think 
it would be too offensive in any event for the Congress to make ita 
little more fluid by freezing it at the 1958 level unless it drops or rises 
by calculation under the old formula. 

Mr. Jenninos. Well from a practical standpoint it is going to have 
very little effect on burley because burley is selling well over the sup- 
port price except for the very, very top grades which just set the 
minimum of the top, we might say. But it is not going to havea great 
deal of effect on the burley market. 

Mr. Berry. Well the support level would be $59 next year. 

Mr. Jenninos. It is selling well above that. 

Mr. Berry. Under the old parity. And $57 under the revised. 

Mr. Jenninos. It is selling above either one of them. 

Mr. Berry. Oh, yes. 

Mr. Jenntnos. And I think it will probably continue. I mean, as 
long as we are interested in this question, if we could legalize it, or 
if it would strengthen your hand and give us a better feeling, inas- 
much as we are going to have the referendum anyway, the farmer is 
going to be there, it would at least stimulate conversation and under- 
standing of it. It appears to me it might be a good idea. 

As to the legal aspects of it, I do not know, but that is something that 
certainly could be looked up between now and that time and distribu- 
tion could be made I believe even though it isn’t—Dr. Lloyd, what is 
your thinking on it ? 


STATEMENT OF ARTHUR Y. LLOYD, VICE PRESIDENT AND MANAG- 
ING DIRECTOR OF THE BURLEY & DARK LEAF TOBACCO EXPORT 
ASSOCIATION 


Mr. Luoyp. Mr. Jennings, I think it is an excellent suggestion, and 
I think it could be done in the burley referendum. It will be purely 
a straw vote, but it would serve to give an indication of how the farm- 
ers participating in the referendum felt about this particular issue. 
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Mr. JenninGs. It would serve another purpose, it would serve to 
inform them, because as they have that ballot in front of them they 
are going to ask questions and there will be those present who can 
explain just exactly what it is about, and I think it will create a better 
feeling and understanding between the growers and the other members. 

Mr. Wii11aMs. One thing that bothers me, Mr. Chairman, is that 
to submit a referendum without time to do the educational job will 
the farmer properly interpret it ? 

Mr. Cootrr. I thought you said the educational job had already 
been done ? 

Mr. Witt1aMs. Here you have a specific ballot, though, Mr. Chair- 
man, that is coming out: Do you favor a freeze at the 1958 level? They 
certainly would not have time to do a detailed educational campaign 
on that particular ballot. 

Mr. Jenntnos. That is exactly what you are asking us to do. You 
are asking us to do exactly that. You are asking us to make that 
decision and determination. 

Now perhaps we have the education, but it was my understanding 
that you had given the farmers this education through all the farm 
organizations and through the association, and the warehousemen’s 
cooperatives, and every other thing. I thought they pretty well under- 
stood it. 

Mr. Wixt1aMs. I think they do. But, I mean, they are not expecting 
that ballot. Would they properly interpret it ? 

Mr. JENNINGS. It is a good question, I agree. 

Mr. Cootry. Well as you say, it would certainly be a straw vote, and 
I am not so sure the Secretary of Agriculture will approve that sort 
of an expression of views of the farmers. 

Mr. JenniNnGs. They are asking us to approve it, not the Secretary. 
I assume if they had this authority they would not be here. ; 

Mr. Cootey. You are suggesting a straw vote. I know he refused 
to conduct a straw vote on some former occasion because there was not 
sufficient time to explain the things to the farmers. I think they 
were talking about the wheat program or something like that. We 
asked him if he would be willing to take a straw vote to see what 
the farmers would do, and he would not do it. 

Mr. Jenninos. That was a two-price system. 

Mr. Witu1aMs. I do not believe the Department could officially do it. 
What I had in mind was that the boys, through their associations, 
could do it. 

But I think if you will hold about four hearings on Flue-cured at 
strategic points, and three or four hearings on burley, and give them 
top listing, I think you will get a true feeling. 

Mr. Cootry. Even on those occasions, if that should be the final 
decision I think it would be very well for Mr. Royster, or someone 
else to be present at every meeting and explain to the farmers exactly 
what it is all about. 

Mr. Wituiams. I would take the representatives out of this group. 

Mr. Cootry. You have enough intelligent people right there to 
explain this in every courthouse and say, “Here is what it is going to 
amount to, and in the long run we think it would be beneficial to you 
to approve this idea and to pass this resolution,” and so forth and so on. 

Provide a forum at which the farmers would have an opportunity 
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to express themselves at the grassroots. But it would be silly to call a 
meeting unless we had someone there who was capable of explaining 
the whole business and answering all the questions. And I think 
that Mr. Royster and members of his committee could arrange to 
have someone present at these four or five places and explain the 
situation, and hon the committee could come back and put the bill on 
through without any objection. 

Mr. Royster. I just want to say this, I can assure the chairman 
that out of this group we will have people there who are qualified and 
able to explain what the proposal is. 

Mr. Cootry. I appreciate that. Mr. Edwards wanted to say 
something. 


STATEMENT OF A. C. EDWARDS, EXECUTIVE VICE PRESIDENT, 
NORTH CAROLINA FARM BUREAU 


Mr. Epwarps. I just want to say I have been in touch with many 
of the grassroot farmers in North Carolina since the middle of Novem- 
ber, since the time when we agreed on this proposal. We had 400 
farmers together in Raleigh, N.C., in the last few days of November, 
and they unanimously adopted this proposal. That covered the vari- 
ous counties of North Carolina, Congressman Lennon. Later on in 
January we had an annual meeting of the North Carolina Farm Bu- 
reau. We haxe approximately 1,000 in attendance, and I heard no 
dissension concerning this proposal. The department commodity com- 
mittee.adopted it unanimously. The voting delegates in the section 
adopted this resolution unanimously, and those were some of the 
oles farmers from nine various counties in North Carolina. 

And on top of that I can say that I have traveled and made at 
least 15 or 20 speeches since the middle of November in various 
counties, including some of your counties, Congressman Lennon, and 
others, and I have not heard the first dissenting voice yet from farm- 
ers, from growers, as to this proposal. 

Thank you very much. 

Mr. Cootry. Thank you. 


STATEMENT OF J. B. HUTSON, PRESIDENT OF THE TOBACCO 
ASSOCIATES 


Mr. Hutson. It seems to me we are making a lot of this, and I 
have listened very carefully to this point. Let’s see what we are 
proposing to do. We are proposing to bring parity back so that it 
conforms to our original concept of parity, namely, so that the price 
of farm commodities is in line with the price that the farmer pays for 
his commodities. We have gotten away from that because of the act 
of 1948 under which as the prices of some farm commodities have 
declined, it tends to push the parity on others up. 

Now farmers never understood it, that was the concept of parity, 
and they do not understand it today. 

Mr. Cootry. You did not understand it until a short while ago? 

Mr. Hutson. That is correct, I did not know it was in the law. 

Now what does the Department of Agriculture do when they run 
into a technical difficulty? They ran into one over there last week, 
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or two weeks ago. They had to adjust the parity index. They felt 
the weighting of that parity index needed some adjusting, and that 
affected the parity index and affected the support price. And the 
went on without any hearings, they just announced “This is revised.” 
It seems to me this is exactly the same sort of thing that confronts 
you, that which confronted the Department of Agriculture. | It is 
just a technical change to bring it in line with the concept we have 
had all along to what parity was. 

Mr. Assrrr. Thank you so much. 

Mr. Moore. 


STATEMENT OF A. T. MOORE, VIRGINIA FARM BUREAU 


Mr. Moore. Mr. Chairman, I would like to speak as a grassroots 
farmer. I do not know what process we went ental from the old 
parity formula to the so-called modernized formula, but had I had 
an opportunity to vote for changing from the old to the new, and had 
I had the proper education of the processing so that I would have 
understood the implications involved, I am sure that I would have 
voted against that change. So we went from the old to the new with- 
out going through a whole lot of rigmarole, so why can’t we realize 
that we made a mistake and more or less go back to what we now are 
sure is the right way of going about it ? 

Mr. Assitr. Thank you. 

Does anyone else care to make an observation ? 

Mr. Williams, our present plan is to ask you to be over here next 
Wednesday morning. Do you think you can get the Solicitor or one 
of his associates here with you? 

Mr. WiurutAMs. Yes, sir. 

Mr. Assirr. We will adjourn until Wednesday morning unless 
something happens, if no one else has anything to say. 

Mr. Cooter. Is there anyone else out there who has anything he 
would like to say before we close the meeting ¢ 

Mr. Founratn. Mr. Chairman, aside from being humorous I would 
like to make this observation. I have great. confidence in the members 
of your subcommittee, but I do think this straw vote suggestion would 
be very unwise. I do not think it would tell you anything, and/I do 
not see any way in the world you could ever, in a matter of this kind, 

et the viewpoint of every individual farmer. It seems to me we are 
ound to take the viewpoint of those who come here representing the 
farmers, and after we have done that that is about as far as we can go. 

Mr. Asesirr. Thank you. 

The committee is adjourned. 


~ 


— 


(Whereupon, at 3:55 p.m., the subeommittee adjourned, subject to | 


the call of the Chair.) 
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